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BOSSES TO READ 
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so interesting; why it clears away the 
misconceptions that have long existed 
about mechanical name and data writing. 
Sent free to executives who request it on 
their business letterhead. 
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Even in these 
hectic times 


YOU 
STAY YOUNG 


This New Book Shows 

Why You Grow Old 

and What You Can 
Do About It 


Dowrt worry about growing old. Do 
something about it! Science has now dis- 
covered why people grow old. It’s not a 
matter of time but a matter of physi- 
ology. In his new book, YOU CAN 
STAY YOUNG, the prominent health 
consultant, Daniel W. Josselyn, whose 
clients include prominent New Yorkers, 
tells you just what he tells these people 
to help them outwit the life-shorteners, 
particularly the so-called degenerative 
diseases of middle age caused by strain 
and worry. His advice is simple, prac- 
tical, definite, and does not require star- 
vation diets or punishing exercises. His 
methods work. 


Chapters That Tell 
How To Do lt 


The Scientific Secrets of Youth—Foods 
That Age You—Longer Youth for the 
Colon—Longevity Menus for Break- 
fast, Lunch and Dinner—The Perfect 
Weight for a Long Life and How to 
Achieve It—The Exercise Vitamin: ex- 
ercises to suit your age—You Grow 
Younger at Night—Glandular Youth— 
Mental Indigestion—How to Suppress 
Your Unhappiness—The Easiest Way 


YOU CAN 
YOUNG 


Daniel Josselyn 


FREDERICK A. STOKES CO., Inc. 
449 Fourth Avenue 
New York City 
Gentlemen: 

pies of Daniel W. 
Josselyn’s YOU CAN STAY YOUNG at $1.50 
per copy. 


© I enclose check or money order for........ 
O Send €.0.D 


NAME 
ADDRESS 


FINANCIAL ORGANIZATION AND 
MANAGEMENT OF BusINEss. By 
Charles W. Gerstenberg, Ph.B., J. D. 
(Second Revised Edition.) Published 
by Prentice-Hall, Inc. 849 pp. $5. 
Thousands of former students of eco- 
nomics are familiar with one or an- 
other of the many editions of this 
book. And if it were possible to ques- 
tion those who subsequently adopted 
business or finance as their vocations, 
it is likely that the memory of Gers- 
tenberg’s “Financial Organization” — 
with its wealth of interpretation and 


_ clarity of expression—is still fresh in 


their minds. In the fullest sense, this 
work has kept pace with the swift 
growth of its subject, a growth that 
has been greatly accelerated by trends 
of recent years. More than 60 per 
cent of the 1932 edition, for example, 
has undergone some form of rewrit- 
ing and the book is larger by 100 
pages. Certain chapters, such as the 
one on syndicate underwriting, have 
been completely revised. In addition, 
substantial changes have been made 
to give effect to developments such 
as the Banking Acts of 1933 and 
1935, the twin securities acts, the 
Public Utility Holding Company 
legislation, the Social Security Act, 
the Chandler Act amendments to the 
bankruptcy laws, etc. As before, the 
numerous illustrations and charts, 
which have been brought up to date 
wherever necessary, lend a great deal 
to an understanding of the text. For 
beginners, as well as those already in 
the field of business or finance, Gers- 
tenberg’s work must be considered 
standard and among the best of its 
kind. 


& 


THE PROBLEM OF THE CONSTITU- 
TION. By Edward Jerome. Pub- 
lished by Longmans, Green & Com- 
pany. 234 pp. $2.50. Several Su- 
preme Court decisions as to the con- 
stitutionality of acts of Congress and 
of government agencies created under 
the present Administration are the 
reasons why Mr. Jerome wrote this 
excellent treatise on the “Supreme 
Law of the Land.” Controversies 
over this law usually arise from the 


differences between the political view 
of the constitution and its mere legal 
aspect. The latter is concerned only 
with what the words of the constitu- 
tion actually say and mean, and ac- 
cording to this group constitutional 
law represents logical deductions from 
the meaning of the text of the consti- 
tution. In direct opposition the 
political view is based upon what 
the constitution ought to mean, and 
this political theory which prevails to- 
day is the source for the great con- 
fusion in constitutional law, as under 
it the Government has been granted 
powers considered unconstitutional by 
a merely logical interpretation of the 
law. Originally our constitution was 
that for a republic governed by repre- 
sentatives and based upon the as- 
sumption that neither the states nor 
the nation would engage in an exten- 
sive regulation of the conduct of its 
citizens, especially that kind of con- 
duct made immune to such regula- 
tions by the law. All that has changed; 
today we are a democracy based upon 
majority rule, with the representa- 
tives free of the duty of using their 
own conviction and merely expressing 
the will of the majority of the elec- 
torate. And as to control! The old 
conception that government ought to 
be confined to the protection of life, 
liberty and property has been largely 
superseded by the political conception 
that the Government in order to at- 
tain those fundamental objectives 
should extensively regulate the con- 
duct of its citizens. This political 
tendency in the interpretation of the 
constitutional law has become s0 
strong that today no citizen can rely 
upon the guarantee of freedom from 
control as codified in the constitution. 
The clear and precise exposition of 
the historical evolution of this trend 
in interpretation of constitutional law 
is the chief merit of Mr. Jerome’s 
book. 


xk 


Note: The books reviewed may be 
purchased through THE FINANCIAL 
Wortp Boox SuHop, which also can 
supply any book published on finance, 
business, industry, etc. 
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HE laggard action of the stock 

market in relation to the vigor- 
ous and sustained advances in the 
rate of business activity in recent 
weeks appears to be attributed large- 
ly or entirely to influences connected 
directly or indirectly with the Euro- 


pean war. It is possible to explain’ 


the hesitant performance of most 
stock groups in terms of the uncer- 
tainties created by the war, and par- 
ticularly by the unorthodox aspects 
of the conflict as it has developed up 
to the present time. Since it is evi- 
dent that, in many respects, the prece- 
dents established in the World War 
will be of little value, it is impossible 
to gauge with accuracy the future in- 
fluence of the European situation 
upon our domestic economy. 


Slow War?P 


Suspicions that the hostilities may be 
resolved into a slow war of economic 
attrition, with relatively small de- 
struction of property and limited use 
of war materials, the possibility that 
Congress may upset the Administra- 
tion’s plans for removal of the arms 
embargo, and numerous other con- 
siderations rise to plague the fore- 
caster. Our export business may en- 
joy a substantial increase, on balance, 
over the next year or two, but it is at 
least conceivable that it may suffer, 
in the aggregate, a net loss. Further- 
more, the sharp division of opinion as 
to the probable duration of the war 
continues. As long as this situation 
prevails, it is a question whether we 
should adjust our economy to a new 
basis, making provision for our pre- 
sumptive role as a major supplier of 
commodities and finished goods to the 
belligerents and a more important 


§ provider of the requirements of neu- 


tral countries, or should “write off” 


foreign influences as a decisive factor 
in the calculations of American 
business. 

This indecision naturally makes for 
hesitancy in the stock market. There 
have recently been numerous predic- 
tions by Administration economists 
and others that business will undergo 
a rather sharp recession in the first 
quarter of 1940. Such forecasts are 
evidently based upon the fact that the 
recent spurt in production has, in 
some important industries, resulted 
in the accumulation of large inven- 
tories. Speculative stocking of inven- 
tories, especially if motivated by an- 
ticipation of higher prices rather than 
any assurance of a comparable in- 
crease in consumer demand, has fre- 
quently been followed by severe re- 
adjustments. Partly because of the 
varying scope of observation, and 
partly because of inadequate statis- 
tics, we find a wide divergence of 
opinion as to whether inventory ac- 


Preoccupation with 
European develop- 
ments tends to ob- 
scure domestic factors 
which continue as 
major market influ- 
ences and may assume 
increasing importance 
in the coming year. 


Holding 
Market Backr 


cumulations in September and the 
last quarter are likely to create seri- 
ous maladjustments. But the ade- 
quacy or superfluity of inventories is, 
after all, a relative matter, depending 
upon the trend of demand. Whether 
or not inventories generally will 
prove excessive will depend upon 
both domestic business influences and 
foreign developments. The effects of 
foreign orders, or the lack of them, 
are likely to be particularly significant 
because of the sensitivity of the do- 
mestic price level to the trend of 
events abroad. 


Factors to Consider 


In many other aspects of the pres- 
ent economic situation we find a 
similarly close interrelation of domes- 
tic and foreign factors. The result 
is a natural tendency to overstress the 
importance of events in Europe. It 
seems likely that many of the cur- 
rent attempts to interpret the mar- 
ket’s action give insufficient attention 
to economic influences of a strictly 
domestic nature. In the following 
paragraphs are summaries of a half- 
dozen of the more important of these 
influences which will bear careful 
watching, not only because those of a 
negative character may provide a 
large part of the explanation of the 
cautious attitude of the stock market, 
but also because some or all of them 
may assume increasing importance in 
1940. 

(1) LABOR: Recoveries in the 
capital goods industries in recent 
years have been short lived. In the 
event that the current expansion of 
demand for new plant and equipment 
marks the beginning of a more last- 
ing recovery in this field, shortages of 
skilled workers are likely to become 
acute. Apprentice training was more 
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or less neglected in the depression 
years and older men, finding little de- 
mand for their services, drifted into 
other lines of employment. There 
have already been evidences of short- 
ages of skilled workers in the ma- 
chinery, shipbuilding and other capi- 
tal goods industries. 

This factor, however, is not likely 
to attain great importance as a stock 
market factor in the near future. At 
the worst, it may finally create “bot- 
tle-necks” in a relatively small num- 
ber of industries. But a new epidemic 
of labor troubles, if it should prove as 
contagious as that which started 
about three years ago, could have far 
reaching effects. Many will re- 
member that the peak of the labor 
troubles in 1937 came shortly before 
the culmination of the bull market of 
1935-37. Although there were, of 
course, other factors in the bear mar- 
ket which followed, the prevalénce 
of strikes in the early months-of 1937 
and the resultant sharp increases in 
labor costs were among the major 
factors in the subsequent decline of 
stocks. Labor troubles have again 
become serious in the industry in 
which they assumed the most spec- 
tacular form in 1937. The “slow- 
down” has taken the place of the “sit- 
down” on the automobile production 
lines. A drive for establishment of 
the “union shop” has_ evidently 
started. Demands for a voice in pro- 
duction controls are disturbing. 
Whether or not such movements be- 
come serious from a general view- 
point will depend upon their scope; 
if they should spread to other indus- 
tries, the implications would be seri- 
ous. If they can be localized, no 
widespread damage need result. 


(2) PROFITS: Despite the fact 
that third quarter earnings reports 
are generally making a gratifying 
showing, the old fears of a “profitless 
prosperity” are appearing once again. 
They are inspired by labor factors, 
the rising trend of raw material costs, 
taxes and actual or potential govern- 
ment controls. Although consider- 
able progress toward increasing pro- 
ductivity of labor was made follow- 
ing the set-backs of 1937, the trend 
may again turn in the other direction. 
The matter of raw material costs can- 
not be divorced from the European 
situation ; with the exception of a few 
“strategic” materials, most of which 
are not produced in this country, 
there is no statistical justification for 
a general rise in the commodity price 
level of a magnitude which would be 
onerous to American industry. Fu- 
ture tax burdens will depend largely 
upon unpredictable Administration 
policies. Government controls are 
discussed in another article on page 
7 of this issue. However, it may be 
noted that the increase in minimum 
wage schedules and the reduction in 
hours under the Wages and Hours 
Act, which went into effect last week, 
will result in a substantial increase in 
the labor costs of a number of in- 
dustries, especially in the South. 

(3) GOVERNMENT SPEND- 
ING: The “net government contribu- 
tion to buying power” has shown a 
declining trend recently. Unless Con- 
gress reverses the position taken in 
the latter part of the 1939 session, 
and makes additional work relief ap- 
propriations in 1940, PWA and 
WPA _ expenditures’ will decline 
sharply next year. On the other 
hand, it appears improbable that the 


effects. will be comparable to that of 
the contraction of these outlays ig 
1936-1937. If there is a drastic re 
duction in PWA and WPA spend 
ing, it will almost certainly be offset 
by increased armament expenditures 
and social security benefits. The 
combined army and navy appropria- 
tion by the 1939 Congress exceeded 
$1.7 billion. It is expected that ad- 
ditional armament appropriations 
totaling around $2 billion will be 
made for the next fiscal year. Unless 
current authoritative estimates are far 
wide of the mark, domestic rearma- 
ment orders to be received by Ameri- 
can industry over the next year will 
bulk considerably larger than the 
business originating with the present 
belligerents. Thus, despite the pros- 
pects that revenues will increase 
sharply in 1940 because of larger 
revenues from income and _ other 
taxes, there is little likelihood of any 
substantial contraction of the Fed- 
eral budget or any great progress 
toward the elimination of large Fed- 
eral deficits, unless there should be a 
surprisingly drastic increase in tax 
levies. And since no reversal of the 
Administration liberal credit policies 
is in sight, the continued deficit 
spending will continue to add to the 
huge inflation potential which has 
been built up in recent years. 

(4) BUILDING ACTIVITY: It 
appears improbable that the impor- 
tant contribution to general business 
activity made by sustained increases 
in residential construction in recent 
years will continue to show a pro- 
gressive increment in 1940. Pros- 
pects for the building industry as a 
whole are difficult to gauge. Proj- 

(Please turn to page 26) 


Who Are the War Profiteers? 


66 FROFITEERING?” is a catch- 
word that political demagogs 
find useful in keeping their names 
prominently before the public. It ex- 
plains why at this time it appears so 
frequently in the Washington dis- 
patches, for in the war which like a 
recurrent itch has afflicted Europe, 
these self-appointed defenders of the 
public think they detect a general dis- 
position on the part of business to 
exploit this conflict for their own sel- 
fish purposes. 
The mere inference of such a de- 
sire is unwarranted by the facts. It 


is decisively disproven by current 
price levels for major commodities 
and finished products. Wheat is sell- 
ing for much less than a dollar a 
bushel, other farm staples like corn, 
barley and oats all are below what a 
normal agricultural year would 
justify. Years ago when war never 
entered peoples’ thoughts, it was 
claimed that dollar wheat. spelled 
prosperity. Ponder the price of 


copper and other metals and compare 
them with prices for peace years. 
They too are “under water” yet part 
of our political menagerie already 


raucously demands that steps be 
taken to curb war “profiteering.” 

If they are sincere, why don’t they 
present a bill of particulars, distinctly 
naming those who are doing tlie 
gouging? Here and there they might 
find some of these chisellers among 
the small fry, for we always have 
these in our midst, but when it comes 
to the decent element in industry they 
would be hard put to maintain any 
valid claim of profiteering. The sub- 
mission of cost sheets would reveal 
that even now most profit margins 
are still far from a fair level. 
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Department Stores 
“Money” 


HEN autumn clothes the coun- 

tryside in soft brown, flaming 
orange, bold red and dazzling gold, 
millions of people turn their attention 
to the nation’s gridirons. But in de- 
partment stores, from coast to coast, 
scores of executives turn their 
thoughts to sales curves. For the 
final three months of the year repre- 
sent the “volume” period for mer- 
chandisers, normally accounting for 
anywhere from one-half to two-thirds 
of annual profits. And department 
stores look upon the coming of fall 
—the “holiday” selling season—with 
as much hope (and often trepidation) 
as the tiniest tot who first smiles 
the smile of recognition at the jolly 
countenance of the good St. Nicholas. 


Upward Trend 


With a background of contracting 
consumer demand through the earlier 
months of 1938, it was not long be- 
fore department store units began to 
show year-to-year sales gains in the 
current fiscal year. Including March, 
every succeeding month brought an 
increase over the like month in 1938, 
and for the first eight months of the 
1939-40 fiscal year (through Septem- 
ber), volume averaged some 4 per 
cent higher than the corresponding 
period a year ago. 

During all this time, inventories as- 
sumed an increasingly conservative 
character. Beginning with the later 
months of 1937, when the industrial 
slump struck business a telling’ blow, 
department store stocks traced an un- 
interrupted decline until December, 
1938. In that month, the Federal Re- 


But not all units are 
likely to show uni- 
formly favorable re- 
sults. Some observa- 
tions on the industry’s 
statistical position— 
The best issues to con- 
sider at this time. 


serve Board’s adjusted index of de- 
partment store stocks (1923-25 = 
100) touched 66, the lowest point 
since mid-1936. And through August 
of the current year (latest figure 
available, this index has averaged 
a shade over 67. 

In keeping with the general busi- 
ness trend, retail prices of depart- 


+ x 


Period 


—Keystone View 


ment store articles began to trend 
downward in the closing months of 
1937. But instead of reversing their 
direction in June, 1938, they extended 
their decline and finished the twelve- 
month at the lowest point in nearly 
two and one-half years. This was one 
of the factors that caused combined 
department store profits to drop 
slightly under 1937 levels last year. 
So far this year, however, prices have 
held modestly above the December, 
1938, figure and in September they 
moved ahead of the corresponding 
1938 month for the first time. 


What Prospects ?P 


All in all, this section of the mer- 
chandising industry has entered its 
“money” period in a good statistical 
position. Now what are the prospects 
for the closing months of this 1939-40 
fiscal year? 

Before the explosion in Europe, de- 


Highlights of the Leading Department Store Units 


Earned Per Share —Dividends— Recent 

6mos.toJuly31 Yr. ended Per Share Market 

Company : —1939— —1938— 1/31/39 *1939 1938 Price 
Allied Stores ........ D$0.16 D$0.46 $0.59 Nil Nil 11 
Arnold Constable .... D 0.14 D 0.27 0.85 $0.62 $0.75 11 
Associated Dry Goods. D 1.12 D 1.88 D 0.70 Nil Nil 10 
Federated Dept. Stores D 0.04 D 0.39 2.45 1.00 1.25 26 
Gimbel Bros. ......... D 1.72 D 1.35 D 0.76 Nil Nil 11 
Interstate Dept. Stores D 0.67 D 1.60 D 0.69 Nil Nil 13 
Kaufmann Dept. Stores a 0.51 a 0.33 b 0.96 0.50 x1.15 16 
Kresge Dept. Stores... D012 D 0.16 D 0.02 Nil Nil 5 
Macy (R. Fi)... cece. D 0.24 . D 0.36 1.42 2.00 2.00 34 
Marshall Field ....... 0.09 D 0.18 1.04 Nil Nil 17 
May Dept. Stores..... 1.02 0.34 3.10 © 2.25 3.00 53 
National Dept. Stores. D 0.62 D 1.53 D 081 Nil Nil 8 


*Paid and declared to October 25. D—Deficit. a—6 months to June 30. b—Year 
ended December 31, 1938. x—On old $12.50 par stock. 
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partment store executives were fore- 
casting a year-to-year sales increase 
of 6 to 8 per cent for the final quarter 
of 1939. But recently, a number of 
these individuals made an upward re- 
vision in their expectations to 10 to 
12 per cent. This may be too opti- 
mistic. A leading representative of 
one of the country’s largest retail 
merchandisers, for example, is hold- 
ing by his earlier estimate of 5 to 6 
per cent. Conservatism in this re- 
spect would seem to be in order. For 
comparisons from this point must be 
projected against the sharply rising 
sales curve of a year ago. All cir- 
cumstances considered, however, it 
would net be unreasonable to expect 
final quarter volume to average some 
7 to 9 per cent higher than in 1938. 
Indications are that retail enter- 
prises in general did some rather 
heavy forward buying during Sep- 
tember. Consequently, the FRB if- 
dex of department store stocks for 


that month should record a smart 
rise. Interesting in this connection is 
the fact that while a number of small- 
er units made purchases on a purely 
speculative basis, the larger organiza- 
tions steered clear of temptation in 
this respect. Big-store management 
is still too close to the unfortunate 
experiences of the depression and the 
1937 slump to indulge in “indiscrimi- 
nate” inventory buying. 

Regarding prices, the recent buoy- 
ancy has already been noted. Granted 
a continuation of current trends, there 
is every reason to believe that higher 
quotations will be seen—although it 
is unlikely that a swift rise will be 
witnessed. Meanwhile, the least that 
can be expected is that dollar mark- 
ups will be maintained. Thus, even 
though physical volume were to re- 
main ihe same, the consequent in- 
crease in dollar sales will work for a 
betterment in cost ratios. Of course, 
if conditions move to the point where 


Ten “Back Dividend” 


UMULATIVE preferred stocks 

with 
offer a double attraction during 
periods when the earnings tide is run- 
ning strongly in favor of the issuing 
companies. The most obvious appeal 
of such issues, taken as a group, is 
the possibility that arrears will be 
paid off either in cash or through an 
exchange of stock on terms favorable 
to holders of the senior equities. Fur- 
thermore, a preferred stock carrying 
back dividends usually sells at a more 
modest ratio to normal earning power 
than would be the case had payments 
been maintained without interruption, 


large dividend arrears © 


and thus stocks of this character 
sometimes otter good potentialities 
for capital enhaicement. Both these 
factors apply to the issues listed in 
the accompanying table. While it is 
obvious that they are not suited to 


the needs of the conservative inves- - 


tor, they appear sufficiently well situ- 


ated to merit consideration by those: 


interested in medium grade issues. 
No more than a glance at the names 
of these companies is necessary in or- 
der to determine the reasons for the 
cessation or reduction of dividend 
payments on their preferred shares. 
In no case does this action indicate 


Preferred Stocks with Back Dividends 


Year of 

Non-Dividend Payers Dividend Last *Latest Recent 

Issue: Arrears Payment Earnings Price 
American Locomotive 7% pfd.......... $39.00 1937 (a) D$3.96 70 
Armour & Co. (Ill.) $6 prior pfd....... 10.50 1938 (b)D 9.85 50 
Jones & Laughlin Steel 7% pfd......... 40.25 1637 (a)D 6.47 83 
Minneapolis-Moline $6.50 pfd.......... 37.625 1938 (b) 7.37 47 
Revere Copper 544% pfd............... 10.50 1937 (a)D 2.53 50 
Dividend Payers Dividend 1939 *Latest Recent 

Issue: Arrears Dividends [Earnings Price 
American Power & Light $5 pfd........ $17.50 $2.50 (c) $5.49 45 
American Rolling Mill 41%4% pfd........ 4.375 1.25 (a), 2.41 79 
33.25 10.00 (a) 3.53 75 
Commonwealth & Southern $6 pfd..... 14.25 3.00 (c) 869 70 
Cuban-American Sugar 7% pfd........ 51.25 4.00 (d)D 3.31 76 


*Twelve months ended: (a) June 30, 1939; (b) October 31, 1938; (c) August 31, 


1939; (d) September 30, 1938. 


percentage markups can be effected 
on a broad scale, profits will trace a 
rapid upward spiral. 

A word about wages. These rep- 
resent about one-half of total depart- 
ment store costs and pose a problem. 
But not an insurmountable one. As 
in the case of steel companies, for the 
sake of illustration, it is the old story 
of a “break-even” point. Once that 
is passed, net can accumulate rapidly. 
As shown by the appended table, 
deficits were again the rule in the first 
half. But significantly enough, with 
one exception improvement was re- 
corded as compared with a year ago. 
Bearing the strongly seasonal nature 
of department store profits in mind 
and provided a sufficiently large sales 
expansion is seen over remaining 
months of the year, some substantial 
earnings should be witnessed in cer- 
tain instances. 

Best units for this development ap- 

(Please turn to page 23) 


Preferreds 


that the organization in question has 
undergone a permanent impairment 
of earning power. The two utilities 
have heavy debt structures (not ex- 


cessive in normal times, however). 


The other eight enterprises are en- 
gaged in lines of business in which 
earnings characteristically show wide 
fluctuations. In the case of the rail 
equipment, steel, metal fabricating 
and wrought iron industries, these 
fluctuations correspond to the move- 
ments of the business cycle; the meat 
packing, farm implement and sugar 
trades display cyclical characteristics 
which depend less on business activity 
than on commodity price trends. 
Both industrial production and 


-commodity prices are trending strong- 


ly upward at present, and the earn- 
ings prospects of the issues mentioned 
below appear favorably defined. How 
soon profits will recover to a point 
justifying resumption of payments on 
the first group, and more aggressive 
action toward clearing the arrears on 
the second, is a matter of conjecture. 
But assuming continuation of current 
business trends, such developments 
should take place within a few 
months, at most. Except in the case 


of American Rolling Mill, full cash 
payment of arrears is not assured for 
some time to come, and in a majority 
of cases recapitalization will probably 
provide the way out. 


J 
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Price Controls— 


Price advances for manufactured goods, even though fully justi- 


fied, are politically unpopular. 


If new laws or administrative 


methods establishing price controls should be evolved, they might 


become a significant factor in the profits of 


OVERNMENTAL price con- 

trols are not an innovation. 
They have been invoked generally in 
times of war and other emergencies, 
and are accepted as a matter of course 
at all times in the public service in- 
dustries. If we should again become 
involved in war, it is taken for 
granted that agencies of government 
would be given wide powers of price 
regulation applying to a wide range 
of commodities and manufactured 
goods. The question of importance 
at the moment is whether a new set 
of price controls is likely to be in- 
augurated in the near future, even 
though we maintain a neutral status. 


“Persuasion” Weapons 


Before examining such _possibili- 
ties, it may be worthwhile to recall 
that the Government already pos- 
sesses some weapons which are quite 
effective in certain situations. The 
simplest might be termed pressure 
(or, in more diplomatic phraseology, 
“persuasion” ) through publicity. This 
method was adopted in April, 1937, 
when the President issued his well 
known dictum on commodity prices, 
stating that quotations for copper and 
other industrial products were too 
high. The same approach has been 
used again recently, Mr. Roosevelt 
having given a broad hint to the effect 
that copper producers should be able 
to realize adequate profits at a price 
of 12% cents a pound for the red 
metal. Similar action has been taken 
with respect to other industries, 
notably steel; veiled threats from 
Washington have indicated the prob- 
ability of drastic action in the event 
that steel prices are raised for the 
first quarter of 1940. A further de- 
velopment of this line of attack is sug- 
gested by indications that the Tem- 
porary National Economic Commit- 
tee may assume the functions of a 


“watchdog” over industrial prices. 
The TNEC is currently beginning a 
study of the steel industry and it is 
to be expected that pricing methods 
are given especial attention. 
Anti-trusts suits usually center 
largely on pricing policies. Thurman 
Arnold, Assistant Attorney General 
in charge of anti-trust law enforce- 
ment, is a strong advocate of action 
under these laws as a means of at- 
taining “free competition.” These 
actions do not always have the same 
motivation, but they are usually 
brought against industries whose 
price structures are regarded as 
“monopolistic,” ‘“‘collusive’ or “too 
rigid,” which for all practical pur- 
poses means that the Administration 
considers their prices to be too high. 
The activity of the anti-trust division 
has expanded rapidly under Mr. 
Arnold, and the use of anti-trust suits 
as a means of regulating prices may 
be expected to show a further in- 
crease unless the New Deal board 
of strategy should reverse its position. 
Partly because they remember the 
consequences of rapid price advances 
in the last war and post-war periods, 
and partly because they realize that 
they are “on the spot,’ industrial 
leaders have almost unanimously 
adopted a very conservative position 
with respect to price advances. There 
are some exceptions, notably in di- 
visions of the textile industry, but in 
general there have been few sharp ad- 
vances in the prices of finished goods 
of important industries. Despite the 


some industries. 


fact that raw material costs have ad- 
vanced rapidly, most of the price in- 
creases on finished products which 
have been announced up to the pres- 
ent time have been moderate, and 
many manufacturers are continuing 
to give the public the benefit of raw 
material inventories acquired some 
time ago at low frices. However, 
when these low cost inventories are 
exhausted, price advances will be 
necessary if profit margins are to be 
maintained. The “show-down”’ will 


probably come in the first quarter of 
1940, 


War Inflation? 


The Administration evidently is 
afraid that the war will be used as 
an excuse for a general rise in prices 
which, in some divisions of industry, 
would be unwarranted because of the 
existence of ample supplies. It would 
appear difficult to justify “anti-profit- 
eering” legislation as long as we re- 
main neutral. Nevertheless, consider- 
able agitation for new price controls, 
excess profits taxes or other ex- 
pedients is to be expected. If such 
movements gain headway next year, 
it will be necessary to reexamine the 
profits outlook for the industries most 
affected. But some _ reassurance 
against radical action may be derived 
from the fact that there is a wide 
divergence of opinion among New 
Deal economists as to the policies 
which should be adopted. 

Thus far, it appears that there 
would be much more justification for 
action guarding against unjustified 
rises in raw materials and labor costs 
than for new legislation aimed at 
manufacturers’ pricing methods or 
profits. If operating costs are to be 
established at a higher level, manu- 
facturers can scarcely be blamed for 
adjusting their prices accordingly. 
Perhaps the most constructive ap- 
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proach is that advocated by the De- 
partment of Commerce and other 
executive departments which are 
promoting efforts to build up more 
adequate statistical sources of in- 
formation on inventories. If these 
efforts are successful, an effective 
safeguard against unwarranted price 
increases, resulting largely from 
speculative inventory accumulations 
of raw materials and semi-finished 
goods, may be established. 

It will be advisable to watch the 
trend of events in the steel industry 
for clues of probable future action on 
price controls. Because of the fact 
that steel is a key industry serving 


many others, and its price increases 
might have a cumulative effect in 
many other fields, it will receive first 
attention, and the Administration’s 
general policies may be gauged in re- 
lation to the extent of the pressure 
applied to the steel manufacturers. 
Any evidence of a concerted “crack- 
down” on steel in the event of a mod- 
erate price advance next quarter 
would be bearish in its implications. 
Reductions in realized prices on steel 
products, in comparison with the 
levels of 1937, range up to $10 a ton 
or more, and there has been no de- 
cline in tax burdens or labor costs. 
Under the circumstances, a moderate 


rise in steel prices would seem fully 


justified, especially in view of the J 


sharp advance in steel scrap and other 
raw materials. 


An interesting aspect of the price i 


situation is to be found in the rela- 
tion of profit margins to the Govern- 
ment’s tax revenues. In view of the 
large continuing Federal deficit and 
the outstanding importance of income 
taxes to the Treasury, any far reach- 
ing program of price controls which 
would bear down on the profits from 
which these taxes are paid would ob- 
viously not help to maintain the credit 
of the Federal Government at home 
or abroad. 


Pitfalls for Capital Seekers 


Victims of loan rackets not confined to individuals. 


Small com- 


panies seeking business loans also provide prey for swindlers. 


EW tricks in the trade are be-. 


ing developed by loan sharks al- 
most as rapidly as the law can ex- 
pose them. Currently, these loan 
sharks are fattening themselves on 
the distress needs of small manufac- 
turers who require working capital to 
tide themselves over periods while 
waiting to collect on goods already 
sold and shipped, or for other legiti- 
mate money-borrowing purposes. 


Dividing Line? 


Unfortunately, the dividing line be- 
tween legitimate and _ illegitimate 
money-lending practices is often hazy. 
Moreover, a number of companies 
which step over the line and engage 
in swindling, or near-swindling, op- 
erations have the benefit of skilled 
legal direction and the forces of the 
law find it difficult to trap them. 
Curious, too, that the invitation to 
violate existing loan legislation is so 
strong ; under the machinery that now 
exists a licensed loan company may 
properly collect interest of 36 per cent 
per annum, which would seem to be 
ample for even the most avaricious 
money lender. And to make the 


anomaly all the more striking, is a 
fact that loans of well over $500 mil- 
lion a year are made at the 36 per cent 
plus rate at the very time when 


By Frank H. McConnell 


banks and other large lenders, like 


Household Finance, Beneficial Indus- ° 


trial Loan and the Morris Plan Banks 


which render a genuinely helpful — 


service, are aggressively seeking new 
business, and at rates which now are 
at the lowest levels in their history. 
In this article, we are dealing with 
the operations of those companies and 
individuals which the various State 
Attorney Generals’ offices, in co- 
operation with the Better Business 
Bureaus, consider out-and-out swin- 
dles and are trying diligently to stamp 
out. Considerable success has crowned 
their efforts to date, though these 
vigilant seekers for crime will tell you 
that the battle is far from won. The 
principal difficulty is the gullibility 
and carelessness of the public. Many 
sign loan contracts without bothering 
to read the finely printed conditions 
under which they agree to exactions 
and penalties that might make their 
hair stand on end if someone ex- 
plained the terms to them. Moreover, 
the urgent need for money sometimes 
makes people take chances they never 
would run if they were not in distress. 
Here’s an example that came to the 
attention of the New York and Michi- 
gan law enforcement authorities. A 
small manufacturing company wanted 
$50,000 for use in building an exten- 
sion to plant and for working capital 


purposes. One fine morning, the com- 
pany treasurer read an advertisement : 
“Do you need capital?” “Do we?”, 
he ejaculated, and after conferring 
with other owners of the business, 
he called the loan company. Two well 
dressed, smooth-talking representa- 
tives called. Could they obtain the 
$50,000 required? Certainly, though 
of course the terms would be a little 
stiffer than if the company went to 
a bank. Moreover, they’d require a 
nominal advance of $1,500 to cover 
the cost of making an appraisal and 
of preparing circulars which they 
would present to some moneyed men 
in New York. 


Easy Money 


That seemed fair enough and the 
company treasurer drew a check. The 
two representatives of the loan com- 
pany cheerfully left for New York, 
later telegraphing their new client 
that things were coming along nicely. 

Two days later the treasurer of the 
manufacturing company received a 
more enthusiastic wire. It said the 
negotiators believed they could obtain 
$100,000 if the manufactory could use 
that amount of money. The manu- 
facturing company decided it could, 


and wired instructions accordingly. 
(Please turn to page 28) 
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Cost factors have un- 
dergone fundamental 
changes, but earnings 
stability around cur- 
rent levels is indicated. 


esate a cyclical low of 103.5 bil- 
lion for 1932, cigarette production 
has since gained steadily and for 1938 
reached a total of 163.7 billion. And 
indications are that the 1939 total 
will reach the 171 billion mark. De- 
spite this excellent picture, cigarette 
manufacturers have been unable to 
translate these volume gains into cor- 
responding advances in net profits. 


Contrasting Trends 


For 1932 the five leading cigarette 
manufacturers (American Tobacco, 
Liggett & Myers, Lorillard, Philip 
Morris and Reynolds) reported ag- 
gregate’ net income of $105 million. 
But for 1938, despite a volume in- 
crease of over 58 per cent, total net 
profits amounted to only $80.3 mil- 
lion, a drop of over 23 per cent. The 
principal reason for this paradox is 
to be found in the changes in raw 
material costs. The year 1932 saw 
the lowest prices for leaf tobacco for 
many years. Based on a three-year 
average—the norm for cigarette in- 
ventories—leaf costs were 11.29 cents 
per pound in 1932 and also in 1933. 
For 1938 this average was calculated 


at 23.45 cents per pound. This means 
an advance in the tobacco costs for 
1,000 cigarettes from 27.1 cents in 
1932 to 56.28 cents last year, a total 
increase of over 107 per cent. While 
for 1932 a wholesale price of $6.85 
per 1,000 cigarettes prevailed, in or- 
der to maintain volume the companies 
subsequently made several changes 
and since January, 1937, a $6.25 price 
has prevailed. If in addition to these 
unfavorable price developments one 
considers the increases in wages and 
taxes during the past several years, 
it must be admitted that the cigarette 
companies made a rather creditable 
showing in the face of so many diffi- 
culties. This has been largely accom- 
plished by various economies but also 
at the expense of the financial 
strength of the producers, especially 
such companies which continued to 
pay out more in dividends than they 
earned. 

The substantial increases in raw 
material costs and the necessity of 
maintaining large inventories (the 
curing and seasoning of tobacco re- 
quires periods from three to five 
years) have placed a correspondingly 
heavy burden upon the companies’ 
financial resourees. Inventories of 
the five leading companies at the end 
of 1932 stood at $306.7 million; but 
at the end of last year they totaled 
$491 million. Cash and marketable 
securities in the same period under- 
went a shrinkage from $200 million 
to $46 million, and the ratio of cash 
and marketable securities to current 
liabilities dropped from 5.6 to 0.6. 

The companies, such as American 
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Tobacco and Reynolds, which for the 
last few vears have continued to pay 
dividends above earnings, resorted to 
borrowings from banks on short term 
and serial notes to finance their in- 
ventory requirements. Under pres- 
ent conditions, therefore, some ad- 
justment of dividend rates to actual 
earnings would appear a logical step 
inasmuch as_ substantial earnings 
gains are not in immediate prospect. 


Favorable Factor 


One favorable factor is the sharp 
drop in leaf prices during the cur- 
rent marketing season, but titat is 
likely to be offset by higher prices 
next year as a result of acreage reduc- 
tions under the Administration’s 
price regulating program. Neverthe- 
less, the average raw material costs 
for 1940 should be lower than those 
for the current year. Volume may 
now be nearer a theoretical satura- 
tion point, and further gains are ex- 
pected to be of moderate proportions 
as compared with the record of the 
past seven years. Thus, barring any 
drastic changes in raw material costs, 
earnings probably will attain some 
sort of stability around last year’s and 
the current year’s levels. 

Marketwise, cigarette shares suf- 
fered with all stocks of the so-called 
income group several weeks ago 

(Please turn to page 23) 
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Ratings are from THe FINANCIAL WorLp 
Independent Appraisals of Listed Stocks. 
Refer to individual Stock Factographs for 
further vital information and statistical data. 


“Also FW” refers to the last previous 
item in the magazine. Opinions are based 
on data regarded as reliable, but no re- 
sponsibility is assumed for their accuracy. 


AMONG THE BULLS AND BEARS 


Prices Are as of the Closing, Wednesday, October 25, 1939 


Allis-Chalmers B 


Stock, now around 44, represents 
one of the more attractive units in 
the “heavy industry’ group (paid 
75 cents so far this year). The third 
largest concern in the agricultural 
machinery and electrical equipment 
fields, Allis-Chalmers stands to 
benefit considerably from the recent 
acceleration of industrial activity. Be- 
cause of a rise in unit costs incident 
to lower production activity together 
with strike conditions at two of com- 
pany’s plants in May and June, nine 
months’ net was under year-ago 


levels. Results, however, have al- - 


ready exceeded the $1.44 per share 
shown in the full year 1938. With 
cash position strong, a more liberal 
dividend policy should be seen. Also 
FW, Sept. 13.) 


Celanese C+ 


Long range commitments in shares, 
now around 28, are warranted for 
those who can assume the speculative 
risks involved. With rayon activity 
moving at record levels, earnings of 
this unit have been running far ahead 
of like 1938 comparatives. Since 
prices were raised a short time ago, 
company’s profits curve should un- 
dergo acceleration over remaining 
months of the year. In 1938, results 
were equivalent to 26 cents a share. 
If present trends continue, however, 
it would not be surprising to see net 
approach the 1933 peak year, when 
$3.32 per share was shown. The 
chances favor dividend resumption 
this year. (Also FW, Aug. 2.) 


Continental Steel B 


Commitments in shares are war- 
ranted as a speculation on current 
trends in the steel industry; approx. 
price, 30 (paid 75 cents so far this 
year). Spurred by the European 
situation, company presently has suf- 


ficient tonnage on its books to as- 
sure full operations over balance of 
the year. An interesting sidelight is 
that Continental is one of the first 
companies to set up a reserve against 
the possibility of peace negotiations 
being effected abroad. This was done 
by charging $150,000 (or 75 cents 
a share) directly to third quarter 
earnings. If this had not been done, 
September period results would prob- 
ably have made the best quarterly 
showing of the post-depression years. 
(Also FW, Oct. 18.) 


Cutler-Hammer C+ 


At present prices, around 24, 
shares are attractive for their cur- 
rent and long range speculative pos- 
sibilities (paid 25 cents so far this 
year). Reflecting a stream of incom- 
ing orders as a result of the industrial 
upswing, company recently length- 


ened hours in its plants and added 


extra shifts. In line with diversified 
character of outlets, Cutler has been 
receiving a fair amount of business 
from the nation’s shipbuilders. A 
short time ago, dividends were re- 
sumed with a 25-cent payment. Pro- 
vided current trends continue, it is 
likely that this will represent an in- 
dicated quarterly rate. (Also FW, 
Apr. 26.) 


Rating Changes 


Subscribers should revise ratings 
according to the following changes 
in order to bring their FINANCIAL 
Appraisal ratings up to date. 


Beatrice Creamery ...... C+ to B 


Campbell, Wyant ........ C toC+ 
Camada Dry C+ to B 
Caterpillar Tractor ...... B+ to A 
Clark Equipment ........ C+ to B 
General Electric ......... B toB+ 
General Foods ..........- B toB+ 
Kroger Grocery .........- B toB+ 
Johns-Manville ..........C+toB 
Penick & Ford........... C+ to B 
Stone & Webster......... C toC+ 
0600-00 A toA+ 


Electric Storage Battery B 


Purchase of shares is warranted 
for their speculative income possibili- 
ties; approx. price, 33 (ann. div., $2; 
yield, 6%). Business of Electric 
Storage Battery has been running 
ahead of 1938 comparatives and in- 
dications are that the final quarter 
will be the best of the year. While 
rising demand for new automobiles 
is important, an even more signifi- 
cant earnings factor may be seen in 
expanding industrial orders. Interim 
statements are not released. Expecta- 
tions are, however, that full year net 
will approximate $1.50 to $2 per 
share. In 1938, results equalled $1.05 
per share. The company’s financial 


‘condition is exceptionally strong. Net 


current assets are over $26 per share. 
(Also FW, July 19.) 


General Foods B+ 


Shares (now around 45) are suit- 
able for inclusion in well diversified 
lists, chiefly for income (yield on $2 
ann. div., plus 25 cents extra de- 
clared this year, 5%). General Foods 
does not appear to have lost any 
of its ability to hold costs under 
control and make the best of the high- 
ly competitive situation ruling in the 
food industry. Tonnage volume has 
been running at record levels and a 
high rate of sales is indicated for re- 
mainder of the year. Most significant, 
perhaps, quarterly earnings have been 
scoring year-to-year gains. This is 
reflected in nine months’ net equiva- 
lent to $2.28 per share, compared 
with $1.92 in the like 1938 period. 
(Also FW, Aug. 2.) 


Kroger Grocery B+ 


Now around 28, existing holdings 
of shares may be retained for their 
speculative income possibilities (yield 
on $1.60 ann. div., plus 25 cents ex- 
tra paid so far this year, 6.6% ). Over 
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recent years, Kroger has been con- 
centrating on developing a high unit- 
return from existing stores rather 
than extending its chain. Aided by 
the upward move of purchasing pow- 
er, this policy is now bearing fruit. 
Thus far in the current year, for ex- 
ample, sales have consistently bet- 
tered year-ago levels—despite a 
smaller number of stores in opera- 
tion. Profits have also gained and 
company should have little trouble 
in surpassing the $2.05 per share 
shown last year. (Also FW, July 
12.) 


Life Savers B 


Primary appeal of shares is for in- 
come; approx. price, 42 (yield on 
$1.60 ann. rate plus $1 extra paid 
and declared so far this year, 6.1%). 
In keeping with the experience of 
other income situations, Life Savers 
shares have been relatively neglected 
marketwise over the past few months. 
Doubts regarding company’s sugar 
costs have been a contributory factor 
here. This unit, however, is well 
covered on requirements. Besides, 
sugar would have to register a sensa- 
tional rise from current levels be- 
fore raw material costs would present 
important difficulties. Buying in the 
stock was apparent last week, follow- 
ing news of another extra dividend. 


Nash-Kelvinator Cc 


Strictly long pull holdings of shares 
may be retained by those who are in 
a position to shoulder greater-than- 
average market risks; recent price, 8. 
After having been in the doldrums 
for several months, Nash-Kelvinator 
jumped into leadership of the “most 
active” group early last week. The 
increased interest, which was ex- 
pressed in rising prices, was ap- 
parently inspired by news that the 
Nash division was now working 
against the largest backlog of dealer 
orders since 1929. Although some 
improvement was witnessed, indica- 


Telephone Dividend 


and Earnings 


TOCKHOLDERS of American 

Telephone have two reasons to 
regard the past month with pleasant 
memories. First, payment of the 
$2.25 quarterly dividend, on October 
16, represented the 200th consecutive 
distribution; secondly, the company 
subsequently announced that Septem- 
ber quarter operations yielded net 
equivalent to $2.39 per share—thus 
marking the first time in around two 
years that earnings exceeded period 
dividend requirements. 


tions are that operations in the Sep- 
tember fiscal year resulted in a deficit. 
The chances are, however, that black 
figures are now being seen. 


National Gypsum Cc 


Cyclical and long range possibili- 
ties justify retention of shares, recent- 
ly quoted at 13. As far as this unit is 
concerned, building activity has yet 
to experience declines predicted sev- 
eral months earlier. October sales 
ran around 30 per cent ahead of the 
like 1938 month and the present high 
volume is expected to continue for 
the balance of the year. The Sep- 
tember quarter, incidentally, was the 
best so far this year and net was 
equivalent to 36 cents per share. Nine 
months’ results, at 80 cents per share, 
are higher than for any full year in 
company history. (Also FW, Aug. 
2.) 


Rayonier, pfd. Cc 


Though obviously speculative, pres- 
ent positions in shares need not be 
disturbed; recent price, 26. With 
demand for dissolving pulp reflect- 
ing the high level of activity in the 
rayon industry, company’s sales— 
particularly to domestic sources—are 


expanding sharply. In fact, even ex- 
cluding the possibility of further 
Japanese business, tonnage volume 
should hang up a new record in the 
current fiscal year. As illustrated by 
results in the July quarter, company’s 
first accounting period, earnings have 
improved to a point where resump- 
tion of preferred dividends is con- 
sidered a good possibility. Arrears 
presently amount to $2 per share. 
(Also FW, Aug. 23.) 
Sears, Roebuck 


B+ 

Recently quoted at 84, stock con- 
tinues attractive for its cyclical in- 
come and price appreciation possibili- 
ties (indicated ann. rate, $3; de- 
clared $1.25 extra so far in 1939). 
Considering company’s record so far 
this year, there was nothing surpris- 
ing about recent declaration of a 
$1.25 extra. Sales have continued to 
attain fresh peaks and earnings in 
the current fiscal year have been run- 
ning far ahead of the previous year’s 
rate, when $4.18 a share was shown. 
The extra payment, incidentally, is 
the first since January, 1938, and 
might conceivably be followed by an- 
other disbursement prior to ending 


of the present fiscal twelvemonth. 
(Also FW, Oct. 11.) 


Underwood Elliott B 


At prevailing levels, around 45, 
shares are suitable for retention in 
well diversified lists (indicated ann. 
div., $2). For the first time this year, 
earnings of this unit exceeded 1938 
comparatives in the September quar- 
ter. Nine months’ results now stand 
at $1.58 per share, compared with 
$1.63 in the corresponding period a 
year ago. Despite the fact that about 
one-third of sales are obtained abroad, 
indications are that better domestic 
business conditions and _ increased 
sales in Latin America will cushion 
whatever declines may develop. Cur- 


rent estimates are that 1939 net will 
(Please turn to page 27) 


Weekly Trends in Four Basic Industries 
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Let’s 


“Think American”’ 


If we are to hold ourselves aloof 
from the mass of subtle propaganda 
with which we are bombarded from 
all sides, we must get ourselves in 
the mood of “thinking American,” 
for then we can become neutral in 
the full meaning of that word. Were. 
we infected with that thought, then 
we could fully observe the President’s 
injunction whatever our individual 
opinion might be of the European 
situation. 

Let’s “think American.” Let’s con- 
sider all our problems strictly from 
the standpoint of cur own welfare. 
It may be all right to contend that 
we cannot wholly escape from the un- 
fortunate developments abroad, but 
such thoughts should not be allowed 
to overwhelm us into a state of ex- 
citement, which is fertile ground for 
the propagandists. We can remain 
good friends without sacrificing our 
ideals, but we cannot do it unless we 
“think American” and—what would 
prove not only beneficial to America 
but also helpful to the rest of the 
world—retain our neutrality. That 
position should be defended until we 
are attacked, and there is slight dan- 
ger of this if we make America our 
first concern. 

Here is the citadel of democracy, 
unpolluted by secret treaties, strange 
ideologies or “isms,” but it will not 
remain so if we allow certain groups 
with their selfish panderings to lure 
us away from being Americans and 
make of us internationalists. Let’s 
repeat to ourselves: “We are Ameri- 
cans. So let us think American.” 


Even the 
Wise Err 


When the average investor assumes 
that errors in judgment could have 
been avoided had he possessed the op- 


Wall 


portunities of the 
Street insiders, he can take consola- 
tion from the unfortunate experience 
of. the United Corporation which 
under the aegis and tutelage of the 
House of Morgan undertook to ac- 
cumulate a large representation in 


supposed 


utility securities. This was done at 
a time when utility stock prices were 
much higher than they are now, and 
when there did not hang over the in- 
dustry the threatening cloud of gov- 
ernmental interference. For that 
error the corporation need not neces- 
sarily be blamed. On the other hand, 
it is debatable whether sound judg- 
ment was exercised when it took in 
these issues at such high prices. 

The point is that those in exalted 
position are subject to the same 
errors that befall those less for- 
tunately situated. Under the Public 
Utility Holding Company Act, to 
avoid the necessity of registering as a 
utility holding company United Cor- 
poration is compelled to reduce its 
equity holdings in any one utility to 
less than ten per cent of the total, and 
under this term of the statute it sold 
last month 13,500 shares of the 
Columbia Gas & Electric, and 14,300 
shares of Niagara Hudson, both at an 
average price of around $7 a share. 
The total price realized for the two 
blocks came to a fraction under $200,- 
000. The average price of these se- 
curities back in 1931 when they were 
originally acquired by United Cor- 
poration was $56 for Columbia and 
$31 for Niagara Hudson, or a total 
of around $11,119,000, so that it had 
to accept a loss of more than 80 per 
cent. It is probable that more would 
have been realized if the company 
could have waited, but the law would 
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Page 


not permit it. That shows what a bad 
piece of legislation can do to innocent 
bystanders. 

If the average investor examines 
his own portfolio he will doubtless see 
that it has fared much better. 


But Who'll 
Do It? 


Bigness in any direction can get 
out of hand and instead of being an 
advantage can readily become a 
menace unless kept within sensible 
bounds. This tendency now is no 
longer confined to industry. It has 
assumed its most threatening phase in 
the over-extension of our bureaucratic 
Government, which like a scolding 
Mother Grundy has undertaken to 
regulate almost everything concerning 
the public’s life. Through its over- 
zealousness it has created so many 
bottle necks that it has made it dif- 


ficult for the nation’s economic ma- 


chinery to make any really healthy 
progress. 

This danger was pertinently pointed 
out in a recent address by Thomas L. 
Parkinson, President of the Equitable 
Life Assurance Society, when he de- 
clared that the present cheap money 
policy was detrimental to the thrift 
of the masses. But this was not his 
sole indictment. He held that the 
policy of over-regulation has palsied 
human initiative. How true is this 
observation ! 

It is high time that some thought 
be given to investigating the high 
handed bigness of government, and 
Parkinson feels this can only be done 
by arousing public opinion. But how 
is it to be done and who is to do it? 
There is the rub. That Messiah will 
only arise when Mr. Citizen himself 
begins to realize that bigness in gov- 
ernment can become as dangerous to 
his future welfare as is bigness in 
private industry, for the politician is 
no less human than any other or- 
dinary person. 
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ET us say that our capital is $10,- 

000. American Smelting common 
is selling at 40(*). The records show 
that the lowest price for the current 
year to April 12 was 35% and the 
six-year low price, 28%. Our $10,- 
000 capital will permit buying 50 
shares every two points down to 32, 
with a balance allowing the purchase 
of 33-1/3 shares at 30. Thus we 
establish a two-point trading scale. 
In short, we stand ready to buy down 
to within two points of the lowest 
price at which the stock has sold in 
the past six years—if it proves neces- 
sary to do so. Asa practical matter 
we shall probably find that if we are 
lucky the most we will ever buy will 
be, perhaps, four lots of the possible 
six. Having selected our stock and 
determined the trading range, the 
next move is to put the method int 
operation. 


*The writer began a study of American Smelt- 
ing common on April 12, 1939, when the stock 
was selling at 40. Subsequent price fluctuations 
are taken from market records. 


Method 


By Barnard Powers 


To start operating, the following 
orders are given to the broker: 


1. Buy 50 shares of American Smelting 
common at the market, i.e, 40. The stock 
is to be held until the account is closed out. 

2. Buy 50 “Smelters” common @ 38, 
G.T.C. (Good Until Cancelled). If 
bought, sell @ 40, G.T.C. If sold, buy 
back @ 38, sell @ 40 and continue selling 
on two-point advances and buying on two- 
point reactions. 

3. Buy 50.A. S. & R. common @ 36, 
G.T.C. Sell @ 38, G.T.C., and repur- 
chase @ 36. Continue to sell on a two- 
point rally at 38 and buy back @ 36 until 
the account is closed. 

4. Buy 50 A.S. & R. common @ 34, 


Although THE FINANCIAL 
WORLD devotes the greater part 
of its space and efforts to the field 
of investment for income, and 
longer term appreciation, it is 
realized that numerous readers 
are also interested in security 
trading. For the benefit of such 
persons this discussion (the second 
of three instalments) is being pre- 
sented. The views and conclu- 
‘sions expressed are, of course, 
‘solely those of the author him- 
self.—The Editors. 


eserve ‘Trading 


G.T.C. Follow the same procedure as 
with the two preceding lots, ie., selling 
when the stock advances two points from 
the original purchase price and buying 
back on two-point reactions. 

5. Buy 50 A.S. & R. common @ 32, 
G.T.C. Follow the same procedure as 
with previous lots. 

Buy 30 A.S. & R. common, G.T.C., 
and follow the same procedure as with 
previous lots. 

The objective, of course, is to 
register a series of two-point profits 
on lots bought subsequent to the 
original lot purchased. The reason 
that no sell order is entered against 
the original purchase is to provide 
against a sudden uprush which would 
give no opportunity to buy stock 
below the first purchase price. If this 
should happen the operator of the 
method would find himself with, per- 
haps, a 15- or 20-point profit on his 
original purchase, which, I believe, 
would not be regarded as an intoler- 
able dilemma. That situation (which 
will be discussed later) can be met by 
raising the trading scale. 

Having placed the method in opera- 
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commitment during that period was | 


Table I—The Method of Operation, A. S. & R. three lots, or 150 shares. Summar- 

. ized, the results are as follows: 

Points Long 

si Bought Sold Profit Position Average amount of capital in- 
April 20...... 50 shs. @ 40 2 50 shs. 

~ | ee Te 50 shs. @ 43 | Se 50 shs. @ 43 3 50shs. Per cent on average amount of 

May 25....... 50 shs. @ 43 50 shs. Annual rate on average capital in- 
May 31.....Dividend of 50c 50 shs. 
Jone @ 80 In_ addition, the account at | the 
lenbbsscnedkichshcekanteeauaee ee . shs. @ 41 2 100 shs. closing price of the day on which 

8 50 shs. @ 43 2 50 shs. Showed an additional unrealized profit 
100 shs. of $1,000. The foregoing computation 
she, takes no account of brokerage com- 
RU Tinacesaibvhacantannanekak Aug. 29....... 50 shs. @ 43 2 50 shs. Missions and taxes which, of course, 
eivennthbtakeheceigedcuned & Aug. 31.....Dividend of 50c yy 50 shs. would have to be deducted from the 
} es ee 50 shs. @ 41 | eee 50 shs. @ 43 2 50 shs. gross profits. Bet their effect upon 


*Buying level raised from 40-to 43. 


tion, let us see what actually hap- 
pened. 
course of the trading and is based on 
actual price fluctuations. From this 


Table I, above, shows the- 


tabulation, it is to be noted that in 
approximately four and _ one-half 
months the method showed a gross 
profit of $1,000 and that the largest 


need not be considered for the pur- 
poses of this article. 


xk 


The conclusion of this discussion, to ap- 
pear soon, will further clarify the applica- 
tion of the “Reserve” Trading Method and 
show how it worked with eight representa- 
tive New York Stock Exchange issues. 


Prospects Bright for 
Electrical Equipment Leaders 


HE ancient Greeks and Romans 
have contributed many scientific 
names to fit modern inventions and 
discoveries, but their imagination 
failed when it came to visualizing 
some of the amazing products that 
are now becoming commonplace in 
the electrical field. Such powers as 
are possessed by the “electric eye,” 
air-conditioning equipment, and de- 
vices for trapping, measuring and 
producing lightning, were doubtless 
regarded as restricted to the gods. 
Certainly the research laboratories of 
General Electric and Westinghouse 
Electric & Manufacturing have suc- 
ceeded greatly in bringing “godlike” 
powers to serve man and industry. 
These two companies have followed 
broadly the same policy of research 
and expansion, but particularly in re- 
cent years some divergence has been 
noted. The earnings of both are 
affected by cyclical changes in pur- 
chasing power and general business 
conditions. Both expanded greatly 
from 1915 to 1919. At this point 


General Electric’s revenues continued 
to rise sharply through 1920 although 
at the expense of profits, which were 
reduced by large inventory adjust- 
ments; the slump was much more 
severe for Westinghouse. The lat- 
ter, however, recovered much more 
strongly, its revenues rising every 
year from 1922 through 1929, while 
General Electric revenues showed a 
fluctuating tendency through 1925. 
During this same period, however, 
General Electric was able to show a 
better control over expenses and its 
net income showed a more regular 
and clearly defined upward trend. 
Until 1929 both companies financed 
their expansion requirements to a 
considerable extent with surplus 
earnings set aside each year, but Gen- 
eral Electric has been much more 
liberal to its stockholders. In addi- 
tion to stock dividends and split-ups, 
which, with stock subscriptions, have 
increased the number of shares from 
1,015,106 in 1915 to 28,845,927 now, 
General Electric has distributed its 


original holdings of Electric Bond & 
Share and paid out and redeemed 
dividends in special preferred stock. 
Since 1929 General Electric has paid 
cash dividends so generously that 
only a small reserve has been left 
from earnings for expansion. 

In contrast, Westinghouse has paid 
only one stock dividend (10 per cent) 
and has retained a good part of each 
year’s earnings for expansion. Both 
companies distributed their holdings 
of Radio Corporation several years 
ago. The growth in the number of 
shares of Westinghouse has been 
relatively small-—746,502 in 1915, 
2,586,341 now. The potential earn- 
ing power per share of Westinghouse 
has therefore grown from year to 
year. But the large number of shares 
of General Electric tends to keep the 
price within reach of small investors, 
and the ready marketability of the 
stock at relatively small price changes 
is a distinct advantage in times of 
world or domestic uncertainty. 

(Please turn to page 29) 
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The Next Four Pages Contain 


WORLD 
INVESTMENT SERVICE SECTIONS 


Published Weekly for Busy Investors Who Desire Specific Advice Quickly 


November 1, 1939 


The Market Outlook 


In order that readers can have Mr. Guenther’s views of the stock 
market prior to the time when they regularly appear in the 
Monthly Appraisals, his forecast is being published on this page in 
place of the discussion which usually appears here—The Editors. 


ITH all the current discussions concern- 

ing the probability of an early peace, and 
when so many economists hold divergent views 
concerning the probable trend of the stock mar- 
ket, and the manner in which peace or war will 
react on business, it is but natural that the mind 
of the public is confused. Yet all this hesitancy 
is of immeasurable benefit for it introduces a de- 
gree of caution—a brake, more or less, on undue 
optimism which could incur a severe penalty. A 
similar phenomenon, it will be recalled, marked 
the transition from peace to war. When war 
came, instead of cracking the market wide open 
as expected, prices bounded up suddenly because 
for months previously the war had been talked 
of so much that the public mind was prepared 
whichever way the cat jumped. All this resulted 
from an improvement in our domestic situation 
which really started back in April. 


O far, the war itself has not produced any 

large orders. It has not contributed to any 
appreciable extent to our business volume, al- 
though it has raised the expectation that the 
longer it continues the more it will enlarge the 
output of our factories, especially of those in the 
so-called heavy industries. Even if large war 
orders fail to materialize, the business trend still 
should remain upward, and this implies larger 
net earnings even without any sharp increases in 
prices. This is indicated in the steel industry, for 
instance, whose operations have crossed the 90 


per cent level purely as a result of domestic orders - 


from the railroads, motor makers and miscellane- 
ous lines. Only the spark of reviving confidence 
in our own powers of recuperation is needed to 
set off a wave of rehabilitating our productive 
facilities which have been so much neglected dur- 
ing the past 10 years. 


ARKETS have a habit of not following 

precedents, therefore it is not surprising 
that the trend of prices did not follow the pat- 
tern set upon the outbreak of the World War, 
for current conditions are dissimilar from those 
of 25 years ago. Instead of being a debtor coun- 
try, we now are the world’s richest creditor. We 
have more gold and more resources of other sorts 
than are needed to finance a broad and expansive 
recovery. Moreover, we are now in a strong po- 
sition to withstand any shocks produced by un- 
expected imponderables. 


OW rapid has been our transition—from the 

uncertainties in which the cracked economy 
of the New Deal involved us for so many years, 
to a more assured anticipation of substantial re- 
covery—is emphasized in the jump of the third 
quarter corporate profits which have already been 
published. This doubtless will be stressed even 
further as more reports appear. This is a fore- 
taste of the good gains indicated for the final 
quarter, and all this improvement assures numer- 
ous dividend increases, as well as resumptions on 
common stocks and payments on preferred arrears. 


N major upward movements, investors must 

expect temporary recessions, but the interests 
of the intelligent investor would be better served 
if he would pay less attention to short term mar- 
ket trends and the so-called war brides, giving 
weightier consideration to the broad fundamental 
causes which constitute the axis around which 
markets revolve. Investors will place themselves 
in the strongest position by acquiring sound 
securities whose increased earning power marks 
them for higher dividends—and of these there are 
plenty from which to select—Written October 
23; Louis Guenther. 
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The Trend Things 


Price Controls: 


The stock market is never entirely free of 
threats of one kind or another, but not for a long 
time has the market shown so much worry about 
the possibility of government price controls as at 
present. Any widespread attempt to regulate 
prices for industrial products would of course ad- 
versely affect earnings prospects, and it is for this 
reason that market followers are so closely watch- 
ing the situation. Steel, which occupies a key 
position in this country’s industrial structure, is 
also in a key position with respect to probable fu- 
ture action on price controls. Steel would doubt- 
less receive first attention from the Administra- 
tion because this industry’s products go into so 
many other different industries, and thus any steel 
price increases would tend to become cumulative. 
Looked at from another angle, it may be that the 
matter of price control threats is receiving more 
attention than is warranted, for any move by the 
Government that would seriously affect industrial 
earnings would also reduce tax revenues. And 
with the Federal budget continuing far out of bal- 
ance, it would seem more logical for the Govern- 
ment to move in a direction to increase its income 
rather than reduce it. (Details on page 7.) 


Department Stores: 


- Final quarter sales for leading department 
stores will show significant gains over year-ago 
totals. Recent estimates of 10 to 12 per cent gains 
may prove too optimistic, in view of the sharply 
rising sales curve during the late 1938 months, 
but a 7 to 9 per cent improvement appears fully 
within reason. This is important because of the 
fact that these enterprises normally realize from 
half to two-thirds of total profits in this period. 
Thus that set of circumstances, coupled with the 
fact that most units already have shown consider- 
able progress this year, suggests that results for 
the fiscal year to end next January will make very 
satisfactory reading for stockholders. (Details on 
page 5.) 

Market Opinion: Retention of existing hold- 
ings of department stores equities is warranted, 
and new purchases of the shares of selected units 
is justified by current and prospective earnings 
trends. 


Cigarette Shares: 


Despite a new high record for cigarette con- 
sumption indicated for the current twelve months, 
1939 earnings of the industry will not come up to 


(16) 


the levels of some of the recent years. The rea- 
son: Costs have risen comparatively sharply. This 
together with another important factor may later 
result in some paring of dividend payments. That 
other factor is the strain which has been placed 
on some of the companies’ cash resources by the 
building of large inventories. (Details on page 9.) 


Market Opinion: Current prices appear fully 
to recognize the possibility of some dividend ad- 
justments in the group, and thus those whose 
primary interest is income would seem warranted 
in new purchases in moderate amounts. 


Iron Ore: 


The recent tremendous spurt in steel production 
found steel companies with ore supplies on hand 
sufficient to sustain operations only at materially 
lower rates than those now being witnessed. Most 
of the ore used in this country is transported from 
the Lake Superior district by freighter, and every 
available ship has been pressed into service in 
order to move as much ore as possible before the 
lakes freeze up. Since navigation will be impeded 
or altogether cut off until late in the spring (April 
normally marks the beginning of the shipping sea- 
son) the mills must acquire large enough stocks 
to last them for many months. Their success will 
depend primarily on how soon cold weather sets 
in. It is not believed that any serious ore short- 
age will develop; if such an event should take 
place, scrap prices would receive an additional 
fillip. In the meantime, the probability that Lake 
Superior iron ore shipments in October will set 
a new all-time record has favorable implications 
for Great Northern Iron Ore, M. A. Hanna, Great 
Northern Railway and the various steel companies 
which transport ore in their own bottoms for the 
account of others. 


Credit Companies: 


The next twelve months or so promise to consti- 
tute a period of considerably increased earnings 
for the credit companies. Retail automobile financ- 
ing, which still provides the backbone for the busi- 
ness, is running sharply ahead of year-ago levels, 
the total for last August (latest available) rising 
40 per cent from that of August, 1938. And with 
general business activity rising, these companies’ 
operations in other fields also are benefiting. 
While there has been some stiffening of money 
rates, this has not been sufficient to have any 
appreciable effect on profit margins; and what- 
ever effect it does have in coming months, this 
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will be more than offset by the larger volume of 
financing handled. 

Market Opinion: Shares of the leading instal- 
ment finance companies at current levels are at- 
tractively priced in relation to indicated earnings, 
and afford comparatively generous yields. 


Air Transport: 


In September as well as for the first nine 

months of this year, revenue passenger miles 
flown by the 16 leading aviation transport com- 
panies scored a 39 per cent gain and established 
a new high record. Aggregate operating results 
for the industry have definitely moved into the 
black this year and, so far as can be seen now, 
they should stay there. 
_ Market Opinion: On a per share basis, earn- 
ings are not yet impressive, and issues in this 
group are quoted at relatively high price-earnings 
ratios. But there seems sound reason for expect- 
ing continued improvement in profits during com- 
ing years, and purchase of some of the leading 
shares during periods of general market weakness 
should work out satisfactorily for the patient 
investor. 


Hosiery : 


Latest figures on the hosiery industry are for 
August, and indicate that sales were running 
about 16 per cent ahead of last year. It may be 
significant, however, that unfilled orders at the 
end of August totaled only about 6.98 million pairs 
as against 8.41 million pairs at the end of July, for 
the introduction of Nylon-made hose on a com- 
mercial scale undoubtedly has the entire industry 
guessing as to its ultimate effects. First placed 
on sale this week in Wilmington (at prices of 
$1.15 to $1.35 a pair), stocks laid in by retailers 
were quickly sold out. If this new material has 
the wearing qualities claimed for it, the result 
must inevitably be a significant reduction in total 
hosiery sales. 


Market Opinion: In addition to current 
squeeze on profit margins by high silk prices, 
hosiery makers face the longer term threat to 
sales inherent in a new long-wearing material 
which seems to be headed for wide public accept- 
ance. Under these conditions, hosiery company 
shares occupy an unattractive position marketwise. 


Carloadings : 


Freight carloadings have failed to conform to 
the usual seasonal pattern this year. In 1938 and 
1936 the peak was reached in the second week of 
October, while top 1937 carloadings occurred in 
the last week of September. Due to the spectacu- 
lar increase in business activity, it is anticipated 
that the seasonal peak in railroad shipments will 


come later than usual. Carloadings in the week - 


ended October 14 were the largest in nine years, 
exceeding the 1937 record by well over a thousand 
cars. The Association of American Railroads has 
recently reported that there was an average daily 
shortage of 721 freight cars during the two weeks 
ended September 30, the first time since the period 
ended July 31, 1937, that there had been any 
shortage whatever. Cars on order October 1 
totaled 23,053, a two-year high, against 8,779 a 
month before. 


Summary of the Week’s News ° 


Positive Factors: | 
Carloadings—Freight traffic sets nine-year peak. 
Machine Tool Sales—Set new record in September. 


Industrial Earnings—Third quarter reports disclose 
average year-to-year rise of around 75 per cent. 


Residential Building—Continues at high levels. 


Neutral Factors: 


Steel Industry—Scheduled operating rate eases, but 
no change in major uptrend indicated. 


Commodity Prices—Show declining tendency. 


Negative Factor: 


Labor—CIO-United Automobile Workers Union 
calls additional strikes at automotive parts plants. 
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Current Recommendations 


and principal : 


For Income: 


me Champion Paper deb. 434s, ’50. 
Pi Container Corp. deb. 5s, ’43.... 
Great Northern gen. 5s, ’73.... 
Pennsylvania R.R. deb. 4%s, ’70 
Utah Power & Lt. Ist 5s, "44... 


For Profit: 


Allis-Chalmers conv. deb. 4s, 52 
Interlake Iron conv. deb. 4s, ’47 
Lion Oil Ref. conv. deb. 4%s, ’52 
Phelps Dodge conv. deb. 3%s, ’52 
Phillips Petrol. conv. deb. 3s, 48 
Youngstown Sheet & Tube 


+Beginning 1940. 


BONDS 


These bonds can be used to form an investment 
portfolio backlog. While all are not of the high- 
est grade, they are reasonably safe as to interest 


Divi- 

= Recent dends 
STOCKS Price 1938 

Amer. Home Products.. 49 $2.40 

Amer: Snnfl .....3.... 68 3.25 

Bias Bristol-Myers ......... 51 2.40 
Pied Carolina, Clinch. & Ohio 8 5.00 
; Continental Insurance.. 37 1.80 
Comm Products ......... 63 3.00 

First National Stores... 47 2.50 

General Foods ........ 45 2.00 


Divi- 
Recent dends 

STOCKS Price 1938 

Allis-Chalmers ........ 44 $1.50 

American Brake Shoe.. 54 1.00 

Amer. Car & Foundry... 39 

Amer. Cyanamid “B”... 35 0.45 

Anaconda Wire & Cable 44 ves 

Bethlehem Steel ....... a4 ian 

~ Climax Molybdenum... 50 2.20 
Consol. Coppermines... 9 0.25 
a Curtiss-Wright “A” ... 30 1.00 
Se Electric Auto-Lite ..... 40 1.00 
bi: El Paso Natural Gas... 41 2.00 


October 31. 
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Price 
4.579%. 105 
5.00 101 
5.68 Not 
5.17 7102% 
4.95 105 
3.04% 106 
4.19 10514 
4.50 102% 
3.09 105 
2.65 
3.55 101% 


252, 3.18 
x3.14 x3.38 


1.75 2.50 


Annual 

— Earnings —— 

1937 1938 
$4.42 $1.44 
4.01 1.03 
xD2.12 xD6.15 
2.09 0.91 
4.70 D0.23 
7.64 D0.70 
3.19 D0.08 
2.85 2.12 
0.32 0.20 
1.71 3.11 
24.25 22.43 
3.43 1.53 
3.00 3.30 


IV 


PREFERRED STOCKS 


For Income: 


These are good grade issues, and suitable for 


investment purposes for income. 


Firestone Tire 6% cum......... 104 
Interchemical Corp. 6% cum... 105 


Walgreen Drug 44% cum.(w.w.) 90 
West Penn Elec., $7 cum. cl. ‘A’ 102 


For Profit: 


Call 
Price 


105 
110 
10714 
115 


Reasonably assured dividends and prospects of 
appreciation are combined in these issues. 


Recent 
Price 


Chesapeake & Ohio $4 non-cum, 99 
Crown Cork & Seal $2.25 cum. 
36 
Goodyear Tire $5 cum. conv.... 98 
Radio Corp. $3.50 lst cum. conv. 60 
Union Pacific R.R. $4 non-cum. 83 
Youngstown Sheet & T.5%4% cum. 91 


COMMON STOCKS FOR INCOME 


The primary attraction of these issues is their dividend regularity and the reasonable yields afforded. 
While not devoid of appreciation possibilities, price movements will probably tend to be more restricted 
than those of the “Business Cycle” group. 


Yield 
4.05% 


6.25 
5.10 
5.83 
4.82 
6.05 


Price 
10714 
48% 


110 
100 


105 


Divi- Indi- Annual 

Recent dends cated — Earnings — 

STOCKS Price 1938 Yield 1937 1938 
42 $2.40 5.7% $2.95 $2.81 
Liggett & Myers, B.... 99 5.00 5.5 6.35 6.09 
Louisville G. & E. “A”. 19 1.50 7.9 1.96 1.99 
Melville Shoe ......... 65 24.00 26.2 4.56 3.59 
National Distillers .... 25 2.00 8.0 3.86 3.85 
Pacific Lighting ....... 47 3.00 64 410 4.18 
Sterling Products ...... 74 3.80 5.1 5.29 5.10 
Union Pacific ......++.. 104 6.00 5.7 6.15 6.62 


BUSINESS CYCLE STOCKS 


Occuping the best position for price appreciation in periods of rising markets, stocks of the business cycle type 
are logically more susceptible to price declines in periods of general market weakness. The issues listed in this 
group cannot be expected to resist the trend when virtually the entire market is declining but their potentialities 
for recovery are such as to warrant their retention in moderate amount in well diversified portfolios. 
herein are representatives of a number of companies which, although principally dependent upon domestic trends, 
should derive some earnings benefit from prolonged warfare. 


Divi- 
Recent dends 
STOCKS Price 1938 
Kelsey Hayes “A”..... 12 ies 
Kennecott Copper ..... 42 $1.75 . 
Lima Locomotive ...... 37 psc 
Montgomery Ward .... 57 1.50 
Motor Wheel .......... 17 0.40 
National Gypsum ...... 13 cia 
Newport Industries .... 16 stad 
Paraffine Companies... 46 2.00 
Pennsylvania R.R....... 26 0.50 
10 
Square D Company.... 29 0.75 
32 
Texas Corporation .... 48 2.00 


Timken Roller Bearing. 52 1.00 


*—Before depletion. t—Fiscal years ended June 30, 1938 and 1939. D—Deficit. x—Fiscal years ended April 30. 


” ¢—Dividend guaranteed by Atlantic Coast Line and Louisville & Nashville. x—Fiscal years ended March 31, 1939 and 1938. z—Based 
on recent increase in quarterly dividend rate to $1. 


Included 


Annual 
— Earnings —— 
1937 1938 
$3.39 D$3.11 
74.60 $2.10 
4.83 D3.26 
3.41 3.50 
2.11 0.73 
0.33 0.49 
2.22 D0.09 
$2.44 $2.80 
2.07 0.84 
2.15 0.38 
3.09 1.17 
2.31 0.51 
5.02 2.15 
4.49 0.59 


z—12 months ended 


R 
5.86% 
Recent Current Call 5.70 | 
3 Price | 
; 5.00 | 
6.86 | 
100 
87 | 
| 
| 
a 100 | 
113 | 
113 | 
2 113 | 
= 
| Indi- Annual | 
cated — Earnings — 
Yield 1937 1938 
49% $388 $3.75 | 
48 3.13 3.32 
5.1 14.71 14.69 | 
47 3.21 3.25 
+4... | 
48 
5.3 
: 
: 
| 
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Marketwise and Otherwise 


EPEATING its performance of little more than a industrial picture. For example, one economic service 
week before, the market last Wednesday advanced (which has been generally bearish for a considerable 

to within striking distance of its September highs. The | number of years) comes out for complete liquidity of 
big question in the minds of technicians at this time is | common stocks and cash balances, disposal of all bonds 
whether equities can push through the 156-158 level. except short-term “Governments,” a strict hand-to-mouth 
Over the last six weeks or so, inability of the general list —_ policy in commodity commitments, etc. About the only 


to forge ahead has sorely tried the patience of many bulls. hopeful note here is that plans should be based on a 
However, the fact of a “five-point rut” during this period ‘*“strong turn to the right politically next year... .” 
can easily turn out to be the best check against any major 
decline. LONG the textile front, things are in startling con- 
trast to the feverish activity of September. At the 
PPRAISING the situation from another point of | moment, dullness is largely a seasonal matter. Then 
view, there’ is one fundamental determinant of again, some very heavy forward buying—much of it 
longer term price trends that remains distinctly favorable speculative in character—was seen directly following the 
—corporate earning power. The first 120-odd industrial explosion in Europe. Consequently, many in the trade 
units to report for the September quarter showed aggre- are just sitting tight and waiting for the next upward 
gate net of $94.7 million, compared with $53.4 million | move. The chances are it won't be long in coming. 
in the like 1938 period. This is an increase of $41.3 Prices, according to one member of the trade, are not 
million, or 77 per cent, and must be considered one of out of line. After all, he declares, previous quotations 
the strongest points in the market's favor. were so low that business was not returning an adequate 


profit. Despite the sharp advance already seen, there- 
ORE and more commentators are pointing to the fore, this individual feels that prices are now no better 


fact that stock prices are still lagging behind cur- than “normal” and that it is only increases from this 
rent and prospective business gains. The usual pro- point that will “reflect” war influences. 
cedure here is to draw a comparison between the FRB 
index of industrial production and the familiar industrial ITH the 40th National Automobile Show now a 
average. This was first brought to the attention of read- bit of history, dealers are remarking that the pub- 
ers of this column about a month agu (FW, Oct. 4). For lic’s response to the new models was the greatest in 
the present, however, suffice it to say that stock prices several years. A significant feature of consumer inter- 
are now some 40 points lower than in March, 1937— est this year is that buying has been good in all price 
when business activity was around current levels. brackets, thus attesting the strength and quality of retail 


demand. At the factories, large amounts of unfilled orders 
LTHOUGH in the minority, there are still those are piling up. The picture would be perfect except for 
who do not take a constructive view of the present one thing—the labor situation Written, October 25. 


The Most Active Stocks—Week Ending October 24, 1939 


Shares -—Price— Net Shares —Price— Net 
Stock: Traded Open Last Change Stock: Traded Open Last Change 

Wright 233,800 7% 8%. + Bethlehem Steel .......... 57,400 935% 
North Am. Aviation........ 163,400 23% 27% + 3% Nash-Kelvinator ........... 56,200 6% 8 

Commonwealth & Southern 125,700 13% 1% + 4% Radio Corp. of America.... 55,000 6 6 

101,800 78% 7644 —2%4 TORE 52,900 16% 16% 
General Motors ............ 83,600 55 5434 — % Martin (Glenn L.).......... 52,200 3934 41% 
Aviation Corporation ...... 80,600 63% 7 + % American Radiator ........ 51,000 10% 114 
Studebaker Corporation ... 80,300 8% 95% + % National Gypsum .......... 46,500 10% 12% 
New York Central......... 72,200 22% 21% — % Consolidated Aircraft ...... 46,200 27% 30% 
Republic Steel ............. 68,400 27% 27% — % Commonwealth Edison .... 44,200 30% 30% 
Yellow Truck & Coach.... 67,200 1934 205% + h Boeing Airplane ........... 44,100 28% 3034 
ee 60,600 3% 4% + Rh United Aircraft ........... 43,300 46% 47% 
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Allegheny Ludlum Steel Corporation 


Armstrong Cork Company 


Data revised to October 25, 1939 sopammings and Price Range (AGL) 
incorporated: 1905, Pennsylvania, as Al- 80 nan 
legheny Steel Co.; present title adopted 1938 60 — 
upon merger of Ludlum Steel Co. (estab- 40 
lished 1854). Offiice: Brackenridge, Pa. 20 
Annual meeting: Last Friday in April. rey 
Number of stockholders (December 31, 1938) : $4 
Preferred, 280; common, 9,870. $2 
Capitalization: Funded debt........... None 0 
Preferred stock 7% cum. $2 

33,426 shs 1931 ‘32°33 ‘34 "35 ‘37 1938 

Common stock (no par)........ 1,256,722 shs 


Callable at $110 per share. 


Business: A small semi-integrated steel producer. Output 
is sold as strip, sheets, bars, wire, forgings, castings, tubes 
and in semi-finished form. Alloy steels amount to about 45% 
of the total. Chief customer is automotive industry. 

Management: Very well regarded; has long experience. 

Financial Position: Strong. Net working capital December 
31, 1938, $9 million; cash, $1.2 million. Working capital ratio: 
3.7-to-1. Book value of common stock, $18.09 per share. 

Dividend Record: Common dividends paid by Allegheny since 
1905 except in 1932-33; Ludlum initiated payments 1916 and 
omitted 1921-23 and 1931-35. Nothing-~on present common. , 

Outlook: Merger is expected eventually to permit significant 
operating economies with increased volume in the alloy field. 

Comment: Stock occupies a relatively conservative position 
for an equity in this industrial group. 


“EARNINGS, DIVIDEND RECORD AND PRICE RANGE OF COMMON: 


Year 

ended Mar. 31 June 30 Sept. 30 Dee. 31 Total Dividends tPrice Range 

D$0.38 D$0.25 D$0.36 D$0.41 D$1.40 None 15 —5% 
D 0.24 0.19 0.21 0.01 0.17 None 26 —5 
0.32 0.46 T 0.07 0.12 0.83 23%—15 
0.12 0.37 0.21 0.54 1.24 32. —21 
0.35 0.66 0.45 0.69 $2.10 4033—26% 
0.71 1.05 0.41 0.11 §2.16 55—13 
D 0.26 D 0.33 0.17 D 1.04 29% —115¢ 
12 0.07 0.21 {None 


*Through June 30, 1938, earnings represent combined results of constituent com- 
panies based on present capitalization. j7Allegheny paid 30c, 1934; $1, 1935; $1.65, 
1936; $1.60, 1937. Ludlum paid $1.25, 1936; $1, 1937; 25c, 1938. tPrices | 1932- 37, 
and 1938 low, are for Allegheny Steel common stock. § After surtax of 5c in 1936 
and 12c in 1937. {To October 25, 1939. 


Alpha Portland Cement Company 


: Eamings and Price Range (AHP) 
Data revised to October 25, 1939 40 
Incorporated: 1910, New Jersey. Office: 15 4 
South 3rd Street, Easton, Pa. Annual meet- 10 
ing: The Thursday following the third Wed- 
nesday in April. Number of stockholders 0 TARNED PER SHARE $2 
(October 19, 1939): 2,300. 0 
Capitalization: Funded debt........... Non $2 
Capital stock (no par)........... 639,500 $4 
1931 ‘32 °33 ‘34 ‘35 °36 ‘37 1938 
Business: One of the largest low-cost cement producers; 


annual capacity, approximately 12% million barrels. Principal 
product is grey portland cement marketed under the well 
known trade name of “Alpha.” Raw materials are obtained 
from the company’s own quarries. 

Management: Capable and aggressive. Principal officers 
have been with the company for more than 30 years. 

Financial Position: Strong. Net working capital June 30, 
1939, $6.8 million; cash, $1.9 million; Government securities, 
$3.6 million. Working capital ratio: 11-to-1. Book value of 
stock, $30.86 per share. 

Dividend Record: Payments in every year since 1916 except 
1933 and 1934. Present indicated annual rate, $1. 

Outlook: Attainment of large volume production is most 
important earnings determinant which in turn depends upon 
rate of activity in the building and construction industry. 

Comment: The capital stock, representing a low cost pro- 
ducer, is nevertheless subject to the sharp cyclical fluctuations. 
EARNINGS, DIVIDEND RECORD AND PRICE RANGE OF CAPITAL STOCK: 

—Calendar Years—— 
Mee. Sept. 30 Dec. 31 


<4 months ended: Dividends = Range 


Ree D$1.4 D$1.88 D$2.21 D$2.84 0.50 — 4% 
1933 i mepews kee D 2. D 2.24 D 1.67 D 1.13 None — 5% 
a stssgesecen D 1.0 D 0.65 D 0.62 D 0.47 None 20%—11% 
D 0.45 D049 D 0.28 1.00 22%—14 
Piscocksusees D 0.35 0.40 1.00 1.34 1.25 34%—19% 
1.58 1.07 0.55 0.37 1.00 8% 
0.22 0.02 0.17 0.37 1.00 —11% 


October 25, 1939. 


Data revised to October 25, 1939 roparnings and Price Range (ACK) 
Incorporated: 1895, Pennsylvania, as suc- 80 


cessor of business originally established in 60 ———= 

1860. Office: Lancaster, Pa. Annual meet- 40 

ing: Second Wednesday in April. Number 20 

of stockholders (July 31, 1939): Preferred, $6 


39; common, 9,155. EARNED PER SHARE $4 

Capitalization: Funded debt........... None $2 

*Preferred stock (4% cum. ogy 0 
conv. $108 52,994 shs $2 


Common stock (no par)..... 1,410,866 shs 1931 ‘32 ‘35 ‘36 ‘37 1938 


*Callable at $100 a share; convertible into 
common on or before June 15,1940, at $65 
and thereafter at $75 a share. 


Business: The country’s largest producer of linoleum, cork 
products and insulating firebrick, and one of the leading manu- 
facturers of felt-base floor coverings, molded closures, crown 
caps, glass containers and tiles. Other lines include fibreboard 
insulation, wall coverings and acoustical materials. 

Management: Capable and efficient. 

Financial Position: Excellent. Net working capital June 30, 
1939, $23.1 million; cash, $3.8 million; marketable securities, 
$3.8 million. Working capital ratio: 10-to-1. Book value of 
stock, $31.85 per share. 

Dividend Record: Good. Regular preferred payments since 
issuance in 1938. Varying common payments in each year 
since 1895, with the exception of 1932 and 1933. 

Outlook: Because of aggressive diversification, company is 
less dependent upon building industry than formerly. 

Comment: Preferred is unlisted and inactive. Common rep- 
resents one of the better situations in the business cycle group. 


*EARNINGS, DIVIDEND — ~~ AND PRICE RANGE OF COMMON: 
Six months ended: June 30 ec. 3 Range 
Non 


D$0.27 Dei. 60 7 — 3% 
0.52 1.46 1.98 — 4% 
1.16 0.47 1.63 $0.25 264%4—14% 
1,26 1.58 2.84 0.8744 1034 —16% 
1.38 2.98 4.36 2.50 54 —47 
2.19 1.47 3.66 2.50 7042—30 
0.20 0.57 0.77 0.75 5954—24%4 
1.05" bs 70.75 458 —31% 


*Based on 1,209,124 shares from 1932 to 1936 and on present capitalization there- 
after. 7To October 25, 1939. 


Associated Dry Goods Corporation 


Data revised to October 25, 1939 50 Eamnings and Price Range (DG) 


Incorporated: 1916, Virginia, as holding 40 
company for several long established depart- 30 
ment stores. Office: Wilmington, Del. An- 20 
nual meeting: Third Monday in May. Ap- 10 
proximate number of stockholders (January 0 


PRICE RANGE 


28, 1939): Preferred, 2,800; common, 3,800. your onde don. 31 
7First preferre CUM... , shs DEFICIT PER SHARE 

~Second preferred 7% cum....... 56,901 shs $6 
Common stock (par 590,940 shs 1932 ‘33 ‘34 ‘35 "36 ‘38 1939 


*Subsidiary mortgages. {Preferred stocks 


are non-callable; par $100. 

Business: Controls some of oldest and largest department 
stores in the U. S., including Lord & Taylor and James 
McCreery & Co., in New York; and Hahne & Co., Newark, N. J. 

Management: Highly regarded. 

Financial Position: Strong. Working capital January 28, 
1939, $14.5 million; cash, $4.4 million; U. S. Govt. securities 
$168,291. Working capital ratio: 4.5-to-1. Book value of com- 
mon stock, $22.05 a share. 

Dividend Record: Regular preferred payments from 1918 
to early 1932. Payments resumed on first preferred in 1935; 
accumulations cleared up 1937. Nothing on second preferred 
from 1932 to early 1937. Giving effect to September 1, 1939, 
payment, arrears total $38.50 per share. Payments on common 
stock 1920 to 1931; none since. 

Outlook: Trends in consumer purchasing power will de- 
termine in large part the company’s future carnings record. 

Comment: Heavy dividend requirements on the preferred 
stocks place the common in a weak statistical position. 


Years ended Jan. 31: 1937 1938 1939 1940 
Earned per share.. rt Ds. $0.85 $0.02 D$0.70 
Price Range: 
Calendar Years 1932 1933 1934 1935 1936 1937 1938 1939 
il 20 18% 18 27% 24% 125 *10% 
3 3% ™ 125% 6 4 * 5% 


*To October 25, 1939. 


(For additional Factographs, please turn to page 30) 
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Market 
Analysis 


NTIL recently, the market has 

been unable to make any sig- 
nificant headway in either direction 
in the face of continuing uncertainty 
regarding the outcome of develop- 
ments abroad. Prior to October 25, 
the rail average had fluctuated within 
a range of less than two and a half 
points for more than four weeks ; the 
industrials, except for the abortive 
one-day setback of September 18, had 
stayed within a range of seven points 
for almost seven weeks. This was 
one of the most impressive “lines” 
witnessed in a long while, but only 
two clues existed as to the probable 
direction of the next important move- 
ment in share prices. 

One was the steady drop in volume 
from September 11 to October 16. 
The industrials were declining during 
this period, and while the rails ex- 
hibited considerable strength at times, 
the days when they turned in their 
best performances were, in general, 
those which furnished exceptions to 
the falling off in volume. The bullish 
implications of this factor were con- 
firmed by the sharp expansion in 
share turnover October 17, when the 
rails gained more than a point and a 
half and the industrials added almost 
four points. The other indication 
was based not on current market per- 
formance but on the probabilities im- 


plied by past market history. <A 
‘line’ such as that recorded over re- 
cent weeks is normally followed by a 
rather extensive move and since, as 
has previously been pointed out in 
this column, a decline of more than 
minor proportions seemed unlikely, 
eventual resumption of the advance 
appeared to be indicated. These con- 
clusions have been strengthened by 
penetration October 25, on rather 
large volume, of the resistance levels 
which had prevailed during the past 
few weeks. 

Neither average went through the 
top of its trading range by a very 
large margin; a more impressive 
breakout would normally be required 
in order to constitute a reliable signal. 
However, both averages are within a 
fraction of a point of their Septem- 
ber highs. The rails are currently 
selling higher than the best levels at- 
tained in the 1938-39 bull market and 
the industrials have less than three 
points to go in order to duplicate 
this performance. In view of the 
nearness of the next objectives to be 
reached on the upside, together with 
the strong presumption that the move, 
when it came, would be upward, it 
appears safe to accept the implica- 
tions of the breakout at face value. 
—Written October 25; Allan F. 
Hussey. 


Trends of the Dow-Jones Averages 


New 
Capital 


for your 
business 


Our broad financial 
contacts and experi- 
ence in corporate 
financing may be of 
value to you. 

We invite inquiries from | 


established firms or 
corporations. 


H. D. WILLIAMS 
& CO. 


120 BROADWAY 
NEW YORK CITY 


— DOW-JONES AVE! 


DAILY CLOSING PRIC! 


8 
INDUSTRIALS 


OF SHAKES 
hee 


royal 


A 


MANUFACTURERS 


Do you need a 
British Representative 
during the War? 


An active man with excellent 
connections; headquarters, Lon- 
don, whose financial business has 
been stopped by the War, will 
represent sound manufacturers 
on a commission basis who have 
products for which there is an 
actual need now in Great Britain, 
and of which it is reasonable to 
assume that the British Govern- 
ment would sanction purchases. 

Further particulars may be ob- 

tained by communicating with 

the undersigned, our Advertising 
Agency, Department 5-A.M. 
Albert Frank-Guenther Law, Inc. 
131 Cedar St. New York, N. Y. 


Your dividend notice in 


FINANCIAL WORLD 
calls the favorable attention of bona- 


fide investors to your securities 
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Bond Market Digest 


LTHOUGH the first reaction 
to the Treasury note offering 
was that the 1 per cent rate “cut 
corners” a bit too closely, the effect 
on the U. S. Government bond list 
was favorable. The terms of the 
financing were taken as evidence of 
confidence in the price structure of 
the market and Governments added 
to their previous advances. Other 
high grade bonds were strong and 
speculative issues, although not uni- 
form, showed a general tendency 
toward higher prices. British Em- 
pire issues, especially Canadian rails, 
made outstanding gains in the foreign 
list. 


American & Foreign Power 5s 


Although American & Foreign 
Power debenture 5s have advanced 
only slightly in the past month (re- 
cent price, 61) in comparison with 
the good gains made by the preferred 
stocks, the bonds have recently shown 
a relatively firm tone for a speculative 
obligation which has often been sub- 
ject to wide fluctuations. The im- 
provement in market sentiment re- 
garding these bonds is attributable to 
the belief that the company’s transfer 
problems (earnings have been con- 
sistently satisfactory) may be al- 
leviated. The effects of the war and 
the promotional efforts of the Ad- 
ministration are expected to bring 
about a marked increase in trade be- 
tween the United States and Latin 
America. Arrangements are being 
made for extension of the maturities 
of the major part of the company’s 
large bank loans and its obligations 
held by the parent company, Electric 
Bond & Share. 


Mobile & Ohio Bonds 


Mobile & Ohio secured 5s ana re- 
funding 4%s held fairly close to their 
recent highs of 37%4 and 32% despite 
profit taking on the news that the 
ICC had approved the Gulf, Mobile 
& Northern merger. The bonds had 
previously shown individual strength 
in a generally irregular market, re- 
flecting approval of the merger pro- 
posals by state public servicé com- 


missions and the well founded belief 
that the ICC’s affirmative action 
would not be long delayed. The 5 
per cent secured notes are slated to 
receive $350 new first mortgage 
bonds, $250 general mortgage income 
bonds, 7.75 shares $5 preferred and 
15.5 shares common stock for each 
$1,000 principal amount; the refund- 
ing and improvement bonds will be 
exchanged for $300 first mortgage 
bonds, $200 general income bonds, 
6.25 shares $5 preferred and 12.5 
shares of common stock. The ICC 
indicated in its ruling that it is rea- 
sonable to expect that the unified sys- 
tem would show earnings sufficient 
to meet fixed and contingent interest 
charges with substantial amounts re- 
maining applicable to the preferred 
stock. Although market valuations 
of the junior securities of the new 
company will, of course, vary greatly 
in line with cyclical fluctuations in 
earnings, the Mobile and Ohio bonds 
are still quoted for less than the prob- 
able average value of the new bonds 
and equities for which they will be 
exchanged. Retention of holdings is 
advised. 


Studebaker 6s 


Current price levels around 97 for 
Studebaker convertible debenture 6s, 
1945, show a gain of about 5 points 
over the quotations prevailing two 
weeks ago. The latest advance was 
motivated by news of a large truck 
order received from the French Gov- 
ernment. However, most of the rise 
from the year’s low of 68 may be at- 
tributed to the impressive earnings 
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shown by this company in the second 
quarter and the indications of a good 
volume of domestic passenger car 
business in 1940. Because of the 
model changeover, the report for the 
third quarter is expected to show a 
loss which, however, will probably 
be limited to less than half of the 
$891,751 deficit of the September 
quarter of 1938. The strong current 
demand for the 1940 models points 
to substantial net earnings for the 
last quarter, and the full year should 
show a large net income after all 
fixed charges. The wide price ranges 
shown by Studebaker 6s in every year 
since issuance in 1935 indicate their 
basically speculative character, but in 
view of current trends, they appear 
suitable for consideration as a “busi- 
nessman’s investment.” Assuming 
continuance of favorable conditions in 
the motor industry, the privilege of 
conversion into common stock (re- 
cent price, 9%) at $12.50 per share 
might assume increasing importance. 
The bonds sold up to 159 in 1937 be- 
cause of that feature. 


Treasury Financing 


The 1 per cent interest rate on the 
new issue of Treasury notes, matur- 
ing in four years, four and one-half 
months, offered last week in exchange 
for the 13 per cent notes maturing 
December 15, 1939, represents a sub- 
stantial increase over that of the re- 
funding operation carried out last 
June. At that time, a five-year note 
issue was offered at 34 of 1 per cent 
and an exchange operation success- 
fully concluded. However, consider- 
ing all that has happened in the Gov- 
ernment bond market since June, the 
increase in financing cost is not as 
large as might have been expected. 
In fact, the market, basing its calcu- 
lations to some extent upon the very 
liberal terms of the recent Commodity 
Credit Corporation financing, had 
looked for a materially higher rate. 
The first response was a marked de- 
cline in quotations for the maturing 
13gs which carry the rights of ex- 
change. The market for these notes 
recovered in later trading, apparently 
indicating that success of the ex- 
change was assured. A complete test 
of the market will be made only when 
the Treasury resumes new money 
financing which will be necessitated 
by the continuing deficit, despite 
larger offerings of discount bills and 
increased sales of the popular variety 
of “Baby Bonds.” 
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Department Stores 


Concluded from page 6 


pear to be Allied Stores 5 per cent 
preferred (recent price, 66), May De- 
partment Stores (53), and, in a 
more speculative position, Marshall 
Field (17). Gimbel is understood to 
have made up all of its first half loss 
in the two and one-half months sub- 
sequent to July 31; with a high de- 
gree of capital leverage to support it, 
the common (recently priced at 11) 
might be considered for new commit- 
ments as a radical speculation. While 
fresh purchases of Arnold Constable 
(now around 11), Associated Dry 
Goods (10), Federated Department 
Stores (26) and Macy (34) do not 
appear particularly attractive at this 
time, existing positions in these 
shares need not be disturbed. 


Cigarette Profits 


Concluded from page 9 


when there occurred large switching 
movements into the more speculative 
“war stocks,” and when simultane- 
ously interest rates started to stiffen, 
a movement which usually is accom- 
panied by a price decline for income 
stocks. 

As to dividends, it may develop 
that American Tobacco (recent price, 
81) will see fit to establish a some- 
what smaller rate than the $5 which 
it has been paying, diverting the 
difference to the reduction of bank 
loans. Reynolds (37), of course, has 
been following the policy of paying a 
stated regular rate supplemented by 
a year-end extra; the regular rate 
now is $2, and it seems unlikely that 
the 1939 extra will bring the year’s 
total to the $2.90 paid in 1938. Lig- 
gett & Myers (99) already has de- 
clared its usual $1 extra, bringing 
the year’s total to $5, the same as 
paid by Philip Morris (89). Loril- 
lard (23), it would seem, should have 
little difficulty in maintaining its 
regular $1.20 basis (a total of $1.40 
was paid last year). Retention of all 
of these shares appears warranted, 
and new purchases can be undertaken 


by those primarily interested in in- | 


come inasmuch as probable 1940 
dividend payments should provide 
satisfactory yields on the basis of cur- 
rent price levels. 


NUSUAL investment possibilities have been created by the 

war—and equally dangerous situations also have been brought 
into existence. And, regardless of how you may feel about the war, 
you are faced with the fact that peacetime investments are not 
wartime investments. 


@ This does not mean that as an investor you are justified in specu- 
lating in war stocks. Many attractive investment situations have no 
relation to the war and frequently will prove much more satisfac- 
tory, particularly to investors (and there are many in this group) 
who are opposed to profiting from the commercial side of the con- 
flict. But the undue stress laid on the war’s contribution to our 
industrial activity obscures these opportunities. 


@ Nevertheless you cannot ignore the fact of war, nor that it af- 
fects every industry and corporation, no matter how remote it may 
be from direct participation in war business. That is why you must 
keep posted to the minute on the progress of the war, particularly 
the effect of events abroad on our own economy. You must know 
what companies are in line for business from the belligerents or 
from their former customers who now must trade elsewhere. You 
must keep abreast of the progress of Neutrality legislation, the 
pending repeal of the arms embargo, the limitation of profits that 
may be imposed by Congress, and countless other vital matters. 


®@ If you try to chart your own course you run the risk of misin- 
terpreting the many new factors in the situation, but with your 
portfolio registered for continuing supervision by the Research 
Bureau you will avoid this danger, besides having at your com- 
mand all the facilities for detecting and weighing investment 
values and market trends perfected by The Financial World in 
thirty-seven years of service to American investors. 


@ As our client a personal program will be prepared to meet your 
individual objectives and resoures. Every issue in your portfolio 
will be kept under our constant scrutiny, and at the right times you 
will be told what to sell and how to reinvest. You will have no 
momens of uncertainty. You will not have to ask for an opinion at 
any time—we voluntarily advise you of each successive essential 
step in carrying your program to success. 


@ The annual cost of this individual guidance is only nominal: one- 
fourth of one per cent of the market value of your portfolio ($2.50 
per $1,000). The minimum fee of $125 a year covers portfolios 
valued up to $50,000. If your portfolio is valued at $10,000 or more 
it will be accepted for supervision. 


Mail your list of securities with your registration fee today 
or use the coupon for a detailed description of the service. 


How Wartime Conditions 
Affect All Investments 


to me) how your personal super- 

visory service will aid me in re- 
covering losses or laying foundations 
for market profits and better income. 


Pee explain (without obligation 


FINANCIAL ‘WORLD 


I enclose a list of my securities and 


RESEARCH BUREAU 

21 West Street New York, N.Y. Objective Income [ Capital 
enhancement [J (or) Both 
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Synthetics 


Dow Chemical has created a plastic 
cordage from vinylidene chloride that 
is water-proof, non-inflammable and 
unusually flexible and strong—Pierce 
Plastics will test it for fish lines, ten- 
nis racquet strings and fly-screens. 
... The new “Fiberglas” cravats for 
men, a product of Owens-Corning 
Glass, will make their bow in time 
for the Christmas gift trade—the 
neckties will retail at $5 each, but 
then they are lifetime investments. . . . 
One-piece, molded-plastic knives with 
edges of serrated teeth will be next 
for cutting bread, cake and_ the 
softer fruits and vegetables—a prod- 
uct of Edgar Weil Company, the 
knives will be available in a variety 
of colors. . . . Latest in automobile 
tail-light reflectors from the AC 
Spark Plug division of General Mo- 
tors is made of a new plastic material 
—it has been tested to reflect oncom- 
ing headlights, a quarter of a mile 


-By A. Weston Smith, Jr. 


| 


ECOYVERY NOTE: 
Sales of red ink have 
shown a continuous decline 
since July—American 
dustry’s way of effecting a 
national blackout. 


away. ... Non-poisonous buckshot is 
next, made from a magnesium alloy 
that will not cause lead poisoning 
when the shot is not fatal, according 
to the American Society for Metals 
—just the thing for modern hunter 
who would be more humane. . . . The 
tradename, “Lumarith,” attributed to 
duPont on this page (FW, Oct. 18), 


‘should have been credited to Cellu- 


loid Corporation. 


Prepared by 
ALBERT 
TANGORA, 
World’s Typing 
Champion. 14! net 
words per minute 
for one hour. 


MAIL COUPON! 


24 PAGES PACKED with help- 
ful, constructive suggestions . . . 
of real interest to every secre- 
tary. 


Subjects covered: Correct pos- 
ture—position of head, arms, 
wrists, hands and feet; finger 
motion; space-bar and shift-key 
operation; tabulation; how to 
save time when inserting paper ; 
perfect alignment—how to at- 
tain it. These and many other 
points treated clearly and graph- 
ically. Send for this booklet to- 
day—free while the supply lasts. 


NO. 1 TYPEWRITER 


i Royal Typewriter Company, Ine. 
i Department D-168 
2 Park Ave., New York City 


Please send me ..... 
request more than 5 copies.) 


copies Common Typing Faults.’ (Please do not 
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War Baby Talk 


Newest anti-aircraft gun, developed 
by Coit’s Patent Fire-Arms, will be 
streamlined in stainless steel and 
chromium plate—company is also 
said to have plans for using molded 
plastics in various types of arms... . 
A new chemical for producing smoke 
screens will be introduced by Inter- 
metal Corporation—the “smoke’’ will 
differ considerably from that now in 
use, being both dense and inflamma- 
ble. Mengel Company is expected to 
expand its production of munition 
boxes—during the World War this 
company made packing cases for 
every type of projectile from rifle bul- 
lets to aircraft bombs. . . . A million 
dollar order for shoes for the U. S. 
Army is being split among Inter- 
national Shoe, Brown Shoe and Her- 
man Shoe—styles and leathers are 
practically the same as 25 years ago, 
except “zippers” will be used in place 
of laces on several models. 


Frosted Food Basket 


Opening of a quick-frozen food de- 
partment by R. H. Macy, world’s 


_largest department store, has been 


made possible by the development of 
a Dry Ice delivery system—the 42 
different items carried will bear the 
“Macy” private label, but are none 
the less prepared by the Birdseye 
Frosted Foods division .of General 
Foods. .. . Bob White Frosted Foods 
will try selling its brand of quick- 
frozen foods from house-to-house by 
means of refrigerated trucks—a code 
of standards has been set up for 
both the trucks and the drivers. .. . 
One of the large meat packing com- 
panies is testing a quick-frozen dog 
food—instructions on the packages: 
“May be fed either frozen or imme- 
diately after thawing ; let the dog de- 
cide.”’ 


Christenings 


The National Sausage Casing 
Dealers Association will offer the 
“Turkeyfurter,” a casing filled with 
minced turkey, as an economical 
Thanksgiving dinner—if eaten in a 
roll, it could be garnished with cran- 
berry sauce, instead of mustard... . 


ont? 
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“Lullaby” is the new combination 
bed lamp and radio that has been 
developed by Mitchell Manufacturing 
—an adjustable clamp makes it pos- 
sible to clamp it at the head of any 
bed. . . . “Dura Perl” will be the 
tradename for a new dentifrice to be 
introduced by Berg Williams Cor- 
poration—it will be available as a 
powder or paste. .. . Philco Radio has 
dubbed its new booklet for charting 
football broadcasts the “Chart-A- 
Game’’—space is provided for record- 
ing play-by-play accounts. .. . New- 
est instrument which quickly deter- 
mines the amount of carbon in molten 
steel has been named the “Carban- 
analyzer’’—it was developed by Jones 
& Laughlin Steel... . Standard Vita- 
min has found a name to describe its 
new chocolate cube which contains 
cod liver oil—it will be called “Candi- 
cod.” . . . For those who have to feed 
their pets while they are away from 
home there is now the “Pet-O-Mat” 
by Lewis & Conger—this is a germ- 
proof metal container for the pet’s 
food dish, the lid of which opens by 
means of a release by a built-in alarm 
clock. 


Odds & Ends 


United States Rubber will soon 
offer every American automobile 
owner the opportunity to have a copy 
of the “Motorist Auto-Know Laws” 
—one of the largest direct-mail cam- 
paigns of recent years will bring a 
postal to every registered licensee. 
.. . American-Hawaiian Steamship’s 
fleet of 39 ocean-going vessels may 
now travel the seven seas—it is char- 
tering liners for worldwide trade... . 
The Humphrey B. Neill version of 
the history of the New York Stock 
Exchange will soon be ready for pub- 
lication—this is the authentic story 
that was prepared with the coopera- 
tion of Big Board officials and re- 
veals many heretofore untold episodes. 
. . . Coming are broaches, pendants, 
bracelets and rings that hide a small 
coin clip—a product of the Nell Ful- 
ton Company which has found a way 
to make costume jewelry serve a 
practical purpose. . . . A constituent 
of rancid butter, butyric acid, serves 
as the basis for a new local anesthetic 
discovered by William H. Rorer, Inc. 
—the claim is that it is non-toxic, 
non-habit forming and more effective 
than cocaine. ... Myer’s Pure Foods 
will use a timely slogan for its new 
campaign for jams and jellies—i. e., 
“America Stay Neutral—Here Is the 
Best Jam to Get Into.” 


THE ECONOMIST 


Now Vital to American Investors 


It is no longer sufficient for an investor to be informed on conditions in 
his own country. All parts of the world are so closely allied through radio, 
aeroplane, etc., that shrewd American investors are widening their finan- 
cial horizon ‘by learning basic conditions in world markets. By reading 
the world’s premier financial and economic journal—THE ECONOMIST 
of London (established 1843)—you should be more successful in your 
investments, even though you confine your operations to American secur- 
ities. Many American investors in 1929 were greatly influenced in getting 
out of the market at the right time by knowledge of conditions in Europe. 
Improve your investment perspective by reading THE ECONOMIST 


of London. 
$1 Trial Offer 


If you return this “fad” and $1 at once, you can improve your knowledge of international 
financial conditions by receiving the next four weekly issues of THE ECONOMIST of 
London. Remember, “THE ECONOMIST’S” articles are eagerly read and command 
unbounded respect in every business center of the world. Send $1 for four weeks’ trial 
or $7.50 for a six months’ subscription. 


Address—R. S. FARLEY 
165 BROADWAY New York, N. Y. 


Suggestion 


It’s time to think about Christmas Gifts — 
especially. magazine subscription gifts. 


= 


ERE’S a most acceptable gift for someone who owns securities —a gift that 
is appreciated and remembered long after most gifts are forgotten — 
a year’s subscription to THE FINANCIAL WORLD. 
Each weekly issue becomes a reminder of you, of your thoughtfulness, of your 
discriminating taste. We mail, at the right time and at our own expense, an 
attractive Gift Card announcing the gift subscription with your Best Wishes to 
the one who is to receive FINANCIAL WORLD, with your compliments. 
Where can you buy a more sensible, a more timely, a more useful 52-Gifts-in-One 
at the same cost—$10.00 (Foreign, $12.00)? 
Mail your Gift Orders early to avoid the delays of the Holiday Rush. Christmas 
Gift Subscriptions mailed now will be entered to start so that the first issue of 
FINANCIAL WORLD and your Gift Card Announcement will be delivered to the 
recipient Christmas morning. Address: 


Gift Subscription Department 


THE’ FINANCIAL WORLD - 21 West Street, New York, N. Y. 


* The chosen address of the 
most discriminating... home 
of the famous Zebra Room. | 
Under the same management as the inter- — 


nationally famous Gotham, New York City; — 
Drake, Chicago; and Blackstone, Chicago. — 
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Broaden Your Market Information 


Benefit By These Books And Charts 


Boiled-Down Analyses of 1,600 Stocks in 


"1,600 STOCK FACTOGRAPHS" (new October, 1939, Edition), re- 
prints of 1,100 regular revised Factographs as they appeared in Finan- 
cial World, Apr. 6, 1938, to Oct. 11, 1939. Also 500 condensed Facto- 
graphs on N. Y. Curb stocks, which did not appear in Financial World. 
With complete alphabetical index, including every stock listed on the 
N. Y. Stock Exchange and "listed" or "traded" on the N. Y. Curb. 
Just the facts you want to help decide which stocks to buy, which to 
sell, which to hold. This manual also includes the "Industrial Classifica- 
tion of N. Y. S. E. Listings", condensed for ready reference on two 
pages. More information in condensed form than two 500-page books. 
280 pages, paper cover, $3.85. (SPECIAL OFFER: Subscribe for next 
4 Factograph Manuals, issued about every 3 to 6 months, for only 
$7.50, saving $7.90.) 


“WHAT THE FIGURES MEAN" (1935 Revised Edition), by Spencer B. Meredith, 
chief statistician, leading New York Stock Exchange firm. Tells you simply in few 
words HOW TO READ THE BALANCE SHEETS AND INCOME ACCOUNTS OF 
ANY CORPORATION whose stocks you hold or expect to buy............. $1.00 


(Ask also for samples of Daily, Weekly or Monthly Charts of 
100 Active Stocks in Portfolio for $8.50) 


"201 WEEKLY SECURITY CHARTS" of 20! Leading Stocks, for the past 18 months— 
visualizing weekly High, Low, Closing Prices, Weekly Volume of Sales, and Price 
Trends. Also includes: (1) 20 charts of 20 different Group Averages, showing 
relative market action; (2) large !1Ix!7-inch chart of 6 Market Averages, 1932 to 
date: 3 Dow-Jones, 40-Bond, London Ind. and Rail; (3) chart of 13-, 26- and 39-week 
Moving Averages superimposed over the 3 Dow-Jones Averages; (4) 3 Indices of 
Industrial Activity superimposed over 3 Dow-Jones Averages. Also important sta- 
tistics, Transparent Work Sheet, ratio ruler, and instructions. Latest issue... ..$3.00 


(Samples of Security Charts with list of 201 stocks charted 
sent FREE on request.) 
(Ask also for samples of Daily, Weekly or Monthly Charts of 50 Active Stocks 
in Portfolio for only $5.00.) 


NEW CENTURY OF BUSINESS PROGRESS CHART (5x48 inches). Just published! 
Plotting monthly movements of stock prices, commodity prices, business activity 


For Keeping Your Personal Stock and Other Records— 


"MY FINANCES"—A Loose-Leaf Personal Record Book for Keeping a Systematic 
and Complete Record of Your Own Finances. For those who appreciate the advan- 
tages of keeping an up-to-date record of personal affairs, stocks bought and sold, 
bonds, income from all sources, income deductions for tax purposes, etc., etc., 
"My Finances" with its ruled forms for each purpose and its handy index tabs has 
been specially devised. Size 634x9 inches. 75 ruled forms. Style No. 411-PM— 
Leatherette, $4.25: No. 411-HM—Genuine Leather, $5.75. 

GIFT SUGGESTION—Any name stamped in gold on cover for 50¢ extra. 
If in doubt, ask for sample ruled forms from “My Finances”—sent free on request. 


“THE STOCK PICTURE" (Revised to Nov. |, 1939)—A Portfolio of 800 Monthly 
Charts—each chart 27%x3!/g inches—covering 720 stocks listed on the N. Y. Stock 
Exchange and 80 leading N. Y. Curb stocks, or 800 charts in all. Each chart plots 
Monthly High and Low Prices from Jan. |, 1932, to Nov. |, 1939. Ready Nov. 7. 


SAVE YOUR Financial Worlds in BINDER for reference—$2.50 (2 Binders $4.75) 
FREE!—_——_ SPECAL LIST OF BOOKS on any phase 


of business or the stock market, prepared 
“Intelligent Investment Planning" 


free on request. 
(1936) by Louis Guenther. Brief Buyers in N.Y.City add 2% 
outline of the basic rules, prin- 


for N. Y. City Sales Tax. 
Books Sent Same Day Your 
ciples and procedure necessary 
to successful investing: 48 pages, 


Remittance Reaches Us. 
paper cover, 50¢; or FREE with Financial World 
all book orders of $3.00 or more 


sent in next thirty days. Book Shop 
21 West Street, New York, N. Y. 


What’s Holding Back? 


Continued from page 4 


ects financed by the Federal Govern- 
ment will probably taper off. On the 
other hand, privately financed under- 
takings for plant expansion are cur- 
rently showing an increase. Whether 
the net result will be a decline, a 
stand-off, or an increase will depend 
upon a number of factors, of which 
the policies of labor unions will be 
among the more important. 

(5) POLITICS: The fact that 
1940 is a national election year has 
both positive and negative implica- 
tions. It has been proven time and 
again that presidential elections do 
not necessarily have any important 
effect upon the intermediate term 
trend of business. It is possible that 
increasing third term agitation might 
make 1940 an exception. A matter 
of possibly greater concern is to be 
found in the tentative indications that 
the more conservative trend of the 
electorate evidenced since 1938 may 
be overshadowed, even with a change 
in Democratic party leadership, by 
the ‘don’t - change - horses - in - mid- 
stream” argument. On the other 
hand, the fact that the elections are 
in the offing will presumably tend to 
hold in check any movement for 
radical business controls advocated 
by the leftist New Dealers. If neces- 


sary, steps may be taken with the 


purpose of preventing a_ possible 
boom from getting out of hand, but 
the memory of what happened in 
1938 will militate against drastic re- 
strictive measures. 

(6) CREDIT SITUATION: The 
immediately preceding statement ap- 
pears to apply with especial force to 
credit policies. In addition to the 
political consequences of any general 
business reversal which might result 
from credit deflation, the government 
bond market must be considered. Es- 
pecially in view of the demonstration 
of the vulnerability of the gilt edged 
bond market in September, it is un- 
likely that any step which would ma- 
terially tighten the money market 
would deliberately be taken. Gold 
stocks, excess reserves of member 
banks, and demand deposits have re- 
cently reached all-time highs. Such 
open invitations to credit inflation are 
sometimes disregarded because of 
counteracting influences, but the 
background for a large scale expan- 
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sion is there, and is not likely to be 
greatly altered before the elections, 
unless we should become involved in 
the war. 

There were tentative indications 
that these inflationary influences were 
beginning to take hold, even before 
the speculative splurge in September. 
Recognizing the probability of inter- 
mediate reactions from time to time, 
particularly after exceptionally rapid 
advances such as that which has re- 
cently occurred, it is entirely possible 
that these forces might suffice to pro- 
duce a boom next year, even in the 
absence of any major war stimulus. 
Whether or not any such movement 
will materialize may depend to some 
extent upon the direct or indirect 
effect of events abroad. But granting 
that the dynamic possibilities of the 
war and potential changes in our re- 


lations with the belligerents could 
eventually assume primary impor- 
tance in the domestic economy, 
calculations which neglect the con- 
siderations outlined above will be 
incomplete, and possibly totally er- 
roneous because of omission of the 
influences which may dominate busi- 
ness trends in this country in 1940. 


News and Opinions 


Continued from page 11 


exceed the $2.41 cents a share shown 
in 1938 by a small margin. (Also 
FW, Aug. 30.) 


White Motor Cc 


Moderate purchases of shares seem 
warranted for those who desire specu- 


Corporate Earnings Reports 


ARNED PER SHARE 1939 1938 
oN COMMON STOCK 40 Weeks to October / 
Interstate Bakeries ..........+. 

Connecticut Light & Power........ 3.28 3.08 
Continental Can ....... 2.32 2.16 
Lehigh Portland Cement.......... 2.43 0.34 
Lehigh Valley Coal........s.eees D 1.30 D 1.94 
North American Co....... em 1 1 
Owens-Illinois Glass ... see 1 
Pacific Lighting ....... 4.20 H 

2 


1 
Penn.-Dixie Cement D 1.23 D 3 
Peoples Gas Light & 2.88 2 


Tampa Electric 
General Finance Corp. 


Acme Steel 3.] 
Air Reduction 1.39 
Allis-Chalmers Mfg. 1.49 
Amer. Brake Shoe & Foundry..... 1.45 
Atlantic Refinery 1.01 
Atlas Powder 2.31 
Atlas Tack 
Barber Asphalt 
Beeech-Nut Packing 
Belding Heminway 
Bendix Aviation 
Beneficial Industrial Loan......... 
Birdsboro Steel Foundry & Machine 
Bon Ami 

Bridgeport Brass .. 
Bridgeport Machine 
Briggs & Stratton. 
Brunswick-Balke-Collender ....... 
Budd (Maw. G.) MiG... 
Budd Wheel 
ByVOn JACKSON 
Campbell, Wyant & Cannon Foundry 


cd 


oy 


Caterpillar Tractor .... 
Comtral 
Century Ribbon Mills, Ine. 
(Ernst & Herman Levy)........ 
Clark Equipment 
Cleveland 
Climax Molybdenum .............. 
Commercial Investment Trust...... 
Consol. Chemical Industries....... 
Container Corp. of America........ 
Continental Steel ..... 
Corn Products Refining........... 
Dresser Manufacturing ........... 
Easy Washing Machine.......... 
Electrolux Corp. 
Ex-Cell-O Corp. . 
Gabriel Co. 
Gardner-Denver . 
General Cable ... 
Gen. Outdoor Advertising......... 
General Refractories ............. 
Granby Consol. Mining, Smelting 


Hinde & Dauch Paper............ 
Hudson Bay Mining & Smelting... 
Hudson & Manhattan R.R. 
Industrial Rayon ............ 
Interechemical Corp. 
Interlake Iron 


o 
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EARNED PER SHARE 1939 1938 
ON COMMON STOCK 9 Months to September 30 
International Silver .............. $0.92 D$1.41 
Kingston Products ........ccccese 0.09 D 0.17 
Loose Wiles Biscuit .............. 1.04 1.03 
Magma 2.38 0.81 
Marion Steam Shovel.............. D 2.39 D 6.08 
McGraw-Hill Publishing 0.78 0.61 
Motor Products ......... D 0.82 D 0.64 
Mullins Mfg. Corp. ....... D 0.06 D 1.12 
National Cylinder Gas...... 0.70 0.34 
National Gypsum ............ 0.80 “0.43 
Nat. Rubber Machinery 0.69 0.37 
North Amer, Aviation ............ 1.47 0.30 
Parmelee Transportation .......... D 0.27 D 0.21 
Phillips Petroleum 1.23 2.13 
Pittsburgh Coke & Iron........... 0.27 0.17 
Pittsburgh Screw & Bolt......... 0.10 D 0.20 
Pond Creek Pocahontas ........... 0.32 D 0.18 
Ritter Dental Mfg. .......c.cccc. D 0.18 D 0.85 
Schenley Distillers .... 1.34 1.01 
Seaboard Commercial .. 1.60 1.23 
Seagrave Corp. ........ D 0.17 D 0.35 
Sharon Steel ......... D 1.09 D 1.51 
Sonotone Corp. ......... 0.19 0.20 
0.35 D 0.02 
Sterling Aluminum Products...... 0.79 0.54 
Stone & Webster 0.33 0.16 
Texas Gulf Sulphur .............. 1.31 1.38 
Texas Pacific Coal & Gil.......... 0.70 0.88 
Thompson Products ......... 3.02 0.83 
Tide Water Assoc. Qil............ 0.42 1.05 
Underwood Elliott Fisher.......... 1.58 1.63 
U. S. Hoffman Machinery 0.17 D 1.10 
D ry! D 0.35 
45 
Victor Chemical Works 106 O71 
Westinghouse Air Brake .......... 0.48 D 0.16 
Wickwire-Spencer Steel .......... D 0.78 D 1.28 
0.94 D 0.12 
Worthington Pump & Machinery... D 0.85 D 0.90 
Youngstown Sheet & Tube........ 0.41 D 0.82 
39 Weeks to 
Continental Baking .............. bD 
0.45 e 0.67 
6 Months to September 30 
Amer. Type Founders............. 03 D 0.33 
- 3 Months to September 30 
Amer. Agricultural Chemical...... D 0.15 D 0.26 
Brooklyn Manhattan Transit....... D 0.93 D 0.95 
Brooklyn & Queens Transit........ D 0.57 D 0.72 
Keystone Steel & Wire........... 0.36 0.11 
0.96 0.66 
Procter & Gamble...............- 1.06 0.92 
12 Months to September 2nd 
Wesson Oil & Snowdrift........... D 2.90 3.27 


12 Months to August 31 
Commonwealth Edison 2.52 “6 


New York Steam.................. D 2.28 Bi 
6 Months to August 26 

0.04 D 1.17 
f 6 Months to June 30 


b—Class B stock. c—39 weeks to September 24, 1938. 
D—Deficit. 


Dividends 


Crown CorK & SEAL 
CoMPANY, INC. 


PREFERRED DIVIDEND 


The Board of Directors has this day 
declared the Regular Quarterly Divi- 
dend of fifty-six and one-quarter cents 
($.56%) per share on the $2.25 Cumu- 
lative Preferred Stock of Crown Cork 
& Seal Company, Inc., payable on De- 
cember 15, 1939, to the stockholders of 
record at the close of business November 
30, 1939. 

The transfer books will not be closed. 

J. J. NAGLE, Secretary. 
October 24, 1939. 


LOEW’S INCORPORATED 


“THEATRES EVERY WHERE” 
October 2Uth. 1939. 


T= Board ot Directors on October 18th, 
1939 declared a quarterly dividend of 
— per share on the outstanding $6.50 
umulative Preferred Stock of this Com- 
pany. payable on the 15th day of November, 
1939 to stockholders of recerd at the close of 
business on the 27th day of October 1939. 
Checks will be mailed 
DAVID BERNSTEIN 
Vice-Presiaen: & Treasurer 


OFFICE OF THE 


WESTINGHOUSE AIR BRAKE COMPANY 


PITTSBURGH, PA., OCT. 20, 1939 


DIVIDEND 
The Board of Directors has this day declared a 
dividend of twelve and one-half cents ($.125) per share 
on the eapital stock of this company payable December 
15, 1939, to stockholders of record at the close of 
business November 15, 1939. 
S. C. MeCONAHEY, Treasurer. 


United Engineering and Foundry Company 
Pittsburgh, Pa., October 24, 1939. 
The Board of Directors declared a dividend 
of Fifty Cents (50c) a share on the $5-Par 
Common Stock, and the regular quarterly 
dividend of One and Three-fourths Percent 
(154%) on the $100-Par 7% Preferred Stock, 
both payable November 14, 1939 to stock- 
holders of record November 3, 1939. 
GEO. V. LANG, Treasurer. 


Miscellaneous 


To Owners— 
Executives of 


Industrial Corporations 


A financial client of this firm is in 
Position to negotiate additional substan- 
tial capital requirements for such busi- 
nesses that can show a record of able 
management, increasing markets and 
earnings, and enjoy a high rating in 
their respective fields. Communications 
will be held in strictest confidence by 
our client. Address Box 32, c/o Albert 
Frank-Guenther Law, Inc., Advertising, 
131 Cedar Street, New York, N. Y. 


Business and Financial Books 
Bought and Sold 


Ask for “Books Wanted” or “Books for Sale’’ 
list, sent free on request. We can supply any 
business or financial book in print and most 
out-of-print books in our _ specialized field. 
FINANCIAL WORLD BOOK SHOP 
21 West Street, New York, N. Y. 
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Dividends Declared 


Company Rate riod 
Amalgamated Sugar 5% pf...12%e 
Amer. Arch. SOc .. 
Am. Gen. Corp. T5e 

Do $2 cum pf. .. DOC 
American Paper Goods ........ 


Do -$1 
Asso. - Goods Ist pf...... $1.50 
Atlantic Macaroni Co. ......... $1 
Bank of Montreal 

$1. 50 
mF, 15e 
lie 
Buckeye Steel Cast. 50c 

Do pt. $1.62% 

l5e 

37 tee 
Canadian Oil Cons. ......... 12%e 
Cedars Rapids Mfg. & Pr... .75c 
Cent. Ohio Lt. & Pr. pf..... $1.50 
— Store Inv. Corp. $6.50 

$1.62% 
Cerp. 
Chicago Mail Order 2 
Chicago Yellow Cab ....... 
Conn .Lt. & Pwr. 5%% pf. $1. 
Cont’l Cushion Spring 5e 
Cosmos Imperial Mills......... 25e 
Creameries of Am. 
Cuneo Press pf............ $1.62% 
Davenport Water Co. 6% pf...$1 50 
Dominion Bridge ............ 30c 
Duncan Elec. Mfg. .......... 20¢ 
30¢ 
Mise Asso. of Phila............ $1 
Freeport Sulphur ............. 25e 
$1.75 
General Weeds 
General Outdoor Adv. pf..... $1.50 
Graton & Knight $1.80 pr. .90c 
Gt. Lakes Dredge & Dock...25c 
Hackensack Water ............ 75e 

13% 
Hale Bros. Stores ............23 25e 
Hancock Oil A & B.........50e 
Hawaiian Elec., Ltd........... 15e 
25e 
Illuminating & Pwr. Securities. .$1 

2,3 $1.75 
Indiana Asso. Tel. $6 pf..... $1.50 
Int’] Harvester pf. ......... 1.75 
Inter. Utilities $3.50 pf..... 87 loc 
Jefferson Lake Oil.......... 12%%e 
Kansas City Stock Yds......... $1 

$1.25 
Kendall Co. pt. pf. A....... $1.50 
Kokomo Water Wks. pf..... $1.50 
Kresge Co. (SS) ...........30¢ 
40¢ 

$1.50 

$1.75 
Lake Sup. Dist. Pr. 7 pf..$1.75 

Do 6% pf. ens $1.50 
Liggett & Myers Tob.......... 

1 
Loblaw A& B.......... 25e 
Rock $1.50 

Loew’s, Inc. $6.50 cum. pf. .$1.62 
Lord & Taylor 6% pf....... $1. 4 
Luzerne County G& E $7 Ist 

Do $1.50 
Macy (R. H.) & Co 
Madison Square Garden........25¢ .. 
Manhattan Shirt ............ .» 
ee .. 
Mallory Hat 7% pf.. .. $1.75 
40c .. 
Matson Navigation ........... 25e 

Mercantile Stores Co. 7% pf .$1.75 


Monmouth Cons. Water $7 pf. = 75 
Muskogee Co. pf. .......... 50 


Nat'l Food Products 5% A ...50c 
Nat'l Gypsum pf. ......... $1.12% 
si" $1.75 


Neptune Meter pf. ............ $2 
New England Water, Light & Pr. 
1.50 


N. Y. Fire ~4 20¢ 
Nineteen Hundred Cl. B..... 12%e 
Norfolk & Western Ry. .....$2.50 


to 
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Company Rate riod 


Owens-Illinois Glass ........ 


Pee Wied Ce. $1. 
Pac. Gas & Elec. 6% pf....: 
Pac. Gas & Elec. 5%% pf...34 

Penn Elec. Switch A. 
Permutit Co. ....... 


Phillips Petroleum ae 
Pitney Bowes Post. M. ...... 10c 
Princeton Water (N. J.)....... $1 
Reading Co. Ist pf. ......... 50¢ 
75¢e 


Sierra Pacific Pwr. pf. 
Signode Stl. Strapping . 


Sioux City Gas & Elec,. 


So. Bend 40c 
Stamford Water Co. ......... 40c 
25c 
25¢e 
$1.50 
56¢ 
$1.75 
Texas Pacific Coal & Oil...... 10¢ 
Trunz Pork Stores ........... 
United Biscuit Co. ........... 
Un. & Fadry. ..... 50e 
$1.75 
Un. Gas Improvement ......... 25¢e 
$1.25 
Wentworth Mfg. pf............ 25¢ 
Westinghouse Air Brake....12%ec 
8744e 
White 15¢ 
Will & Baumer Candle ....... 10c .. 
25e .. 
WIR, The Goodwill Station. ..40c 
Accumulated 
American Felt Co. 6% pf...... $6... 
Cleve. Cliffs Iron pf. ......... ia 
Empire Power Corp. pt. stk....25¢ . 
General Outdoor Adv. A........ $1 


Goulds Pump Inc. 7% pf........$2 .- 
Inter. Util. Corp. $1.75 pf...56%e .. 


Kinney (G. R.) pr. pf......... a 
Neptune Meter pf. ............ 
Republic Steel pf. A ........ $4.50 
Extra 
2e .. 
Climax Molybdenum .......... $1 
Fairbanks Morse ............. 25¢ .. 
Freeport 50c .. 
Gt. Lakes & Dock....25¢ .. 
Hancock Oil A & B.......... 25e .. 
Kroger Grocery .............. .. 
& Myers Tob. Co....... 
25¢ 
McIntyre Porcupine Mines ..... 


Pitney-Bowes, Post. M.... 


Sears, Roebuck ........... $1.25 
50c .. 
WIR, The Goodwill Station...20c .. 
Increased 
Am. Investment ......... 60c 
Belding Heminway Co........20c 
Community Public Service...... 65c .. 
AL 50e .. 
Granby Consol. Mining........ 25e .. 
lack Joint Pipe............ $1.50 
Mid-Continent Pet. .......... 35¢ 
Naugatuck Water .. 1 


Patterson Sargent .. 25e .. 
Safety Car Heat. & Ltg ee $1.50 .. 
United Gas & Elec............50¢ .. 
Weymouth Lt. & Pr........... 75e .. 
Initial 
10c .. 
Reduced 
Columbia Pictures $2.75 pf...34%c 
Resumed 
Barber Asphalt Corp........... .. 


Campbell, Wyant Cannon Fdry.20c¢ .. 


Crown Drug .... 


Fairbanks Morse 
.. 
Special 
Dominion Oilcloth & Lin....... 30c 


©: OLD: &: GEE: 


lative representation in the truck and 
bus group; approx. price, 15. To 
those who are familiar with com- 
pany’s World War record, recent re- 
ceipt of an order for 2,000 trucks 
from the French Government was 
not unexpected. In the last conflict, 
White’s vehicles earned an enviable 
reputation with French military au- 
thorities and thousands were used on 
the Western Front. It is understood 
that France is still interested in pur- 
chasing some 15,000 more units. If 
White can gear plant facilities to suf- 
ficiently rapid production, some of 
this total might be obtained. (Also 
FW, May 17.) 


& ©: 
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Pitfalls for Capital Seekers 


Continued from page 8 


Then came a telegraphic request for 
$500 to close the deal. The sum was 
sent. Next day came a very discour- 
aging telegram. ‘About to lose all,’’ 
it read. “Only one chance to save 
the deal. Wire $2,500 immediately.” 

By this time, the borrowing com- 
pany was becoming suspicious and 
confided its fears to the Michigan au- 
thorities who in turn communicated 
with the alert Attorney General’s of- 
fice of New York State. Arrests 
were made and the law took its 
course. But of course that didn’t help 


the mulcted company to get its money 


back. 

Investigation disclosed that fifteen 
so-called “financial houses’ were 
working the manufacturing territory 
in this way. One New York firm 
alone had on its books requests for 
$100 million in loans, on which it 
would have collected a minimum of 
30 per cent had it been able to con- 
duct the business on a_ legitimate 
basis. But this particular company 
had no license, nor did it have any 
intention apparently to make even an 
appearance of lending money. It 
wanted to collect its interest in ad- 
vance on promises to perform! In 
another case, what would have been a 
$3 million haul was spoiled when the 
law stepped in. 

In nearly every part of the country, 
this form of racketeering has sprung 
up; in the Canadian mining fields, 
in the middle-western and _ south- 
western manufacturing areas and in 
California, where one loan racketeer 
netted $60,000 in three years’ work. 

Currently, the law enforcement 
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agencies seem to be gaining the upper 
hand in their efforts to jail these ruth- 
less sharks. Difficulties, however, 
are many. In addition to those cited 
above (public apathy and careless- 
ness) the lending operators are a 
versatile and wary lot. Sometimes 
they will move into a small city, open 
elaborate offices, put on an intensive 
telephone campaign, and, after collect- 
ing their loot, close shop overnight 
and move to other fields where the 
picking is equally good. 

At the hearings of the Temporary 
National Economic Committee, evi- 
dence was adduced last summer to 
show the difficulties that small manu- 
facturers encountered in their efforts 
to raise new money. More study will 
be given to this phase of the trouble 
at the hearings which again will take 
up the subject next November. 
Meanwhile, however, the Attorney 
Generals’ staffs are striving earnestly 
to place the facts before the public 
on the assumption that to be fore- 
warned is to be fore-armed. 


Electrical Equipments 


Concluded from page 14 


General Electric has consistently 
been able to carry a larger percentage 
of net sales through to net income. 
This indicates a wider margin of 
profit, but is due in part to the fact 
that its income from non-operating 
sources (principally dividends and in- 
terest from investments) is much 
larger than is the case for Westing- 
house. The year 1937 was unusually 

.favorable for General Electric; while 
revenues came within 12 per cent of 
the 1929 record, net income ap- 


proached even closer—to 9.8 per cent. 
(The 1937 showing was favored to 
some extent by the punitive tax on 
undistributed earnings—its taxes 
were reduced by the liberal dividend 
payments.) In spite of floods in 1936 
and 1937 that affected Westinghouse’s 
revenues and profits in both years, 
the company in 1937 came within 4.7 
per cent of 1929 sales, although net 
income was down 26 per cent. (In 
addition to non-recurring flood ex- 
penses, Westinghouse paid a $1.3 mil- 
lion tax on undistributed earnings.) 

Both companies have expanded 
their household equipment lines 
greatly in recent years and will con- 
tinue to depend upon this “bread and 
butter” business for a large part of 
their profits. Some of the newer 
products recently introduced are still 
in the preliminary stages of com- 
mercial exploitation; it is possible 
that certain of the products of the ex- 
tensive research laboratories of these 
concerns will eventually assume ma- 
jor importance from an earnings 
viewpoint. Thus, General Electric 
and Westinghouse will retain in con- 
siderable measure the “romance ap- 
peal” which has made their equities 
popular for many years. Considering 
the possibilities over the next year or 
two, the prospects of the heavy equip- 
ment divisions probably merit greater 
attention. Any prediction of a heavy 
equipment, or capital goods boom at 
this time would doubtless be prema- 
ture. However, any later evidence 
of a sustained recovery in the laggard 
heavy equipment lines would consti- 
tute a strong bull argument for these 
stocks, for it is in these divisions that 
the major earnings gains are realized 
when capital goods investment attains 
normal proportions. 


Highlights of the Electrical Equipment Leaders 


———Net Sales ——Net Income——. *Earned Per Share 
General Westing- General Westing- General Westing- 
Electric house Electric house’ Electric house 
Year: ———— (Millions of Dollars) ——_——— 
$259.5 $158.0 $9.1 $0.96 $3.38 
RE en 349.7 206.3 63.5 20.1 2.21 7.66 
136.6 66.4 13.4 D 86 0.47 D 3.45 
SE eer 415.3 216.4 70.4 27.1 2.44 10.15 
312.6 185.5 51.3 16.1 1.78 6.91 
327.0 166.0 46.7 14.1 1.62 6.03 
aS ere 290.3 157.9 38.6 15.3 1.34 6.55 
299.3 154.4 39.2 16.1 1.36 7.04 
200.2 99.7 26.2 5.8 0.91 3.90 
re 221.0 151.0 21.7 12.6 0.75 8.68 
275.8 136.1 22.1 15.2 0.77 10.51 
eee 230.0 160.4 25.1 15.1 0.87 10.44 
85.5 33.7 11.7 2.0 0.41 2.31 


*Based for General Electric on 28,845,927 shares now outstanding; for Westing- 


house, on shares outstanding in each year. 


D—Deficit. 


ITEMS of 
INTEREST 


Upon request, and without obligation, 
any of the literature listed below will 
be sent free direct from the firms by 
whom issued. To expedite handling, 
each letter should be confined to a 
request for a single item. Print 
plainly and give name and address. 


Items of Interest Department 


TeFINANCIAL WORLD 


21 West Street, New York, N. Y. 


HOW TO AVOID MISTAKES THAT 

MAKE EVEN NEW HOMES OBSOLETE 
A 23-page book printed in two colors of 
fundamentals that will make your home 
stay modern longer, better to live in and 
easier to sell. 


ROOFS OF CHARACTER 
Shingles which provide style, beauty, long 
life, economy and fire resistance. Popu- 
larity is attested by their use on more 
than seven million homes. Moderately 
priced. 


THE EXTRAORDINARY LIFE PLAN 
How it makes insurance dollars go further. 
A clear-cut explanation of the most mod- 
ern type of insurance planning by one of 
the oldest and soundest institutions. 

KIND TO HIS’ WIFE; 

CRUEL TO HIS WIDOW 
A dramatically told story of the Double 
Duty Dollar plan which will provide a 
retirement income to your wife and you, 
or either survivor, if you live to retire- 
ment age. 

SOME FINANCIAL FACTS 
A 24-page booklet containing a brief de- 
scription of the American Telephone & 
Telegraph Company and the organization 
and operation of the Bell System. 


CELEBRATING 75 YEARS OF 
ACHIEVEMENT 
Brochure describing newest watches that 
are creating such a stir at the New York 
World’s Fair. These new timepieces for 
men as well as women are priced to fit 
every pocketbook, small or large. 
64-PAGE ART CATALOGUE 
Describing in detail and illustrating orig- 
inal signed etchings and lithographs of 62 
leading American artists, priced at only 
$5 each. Also included are 125 illustra- 
tions and exciting biographical data. 
AMERICA’S SMARTEST BOATS 
This beautifully illustrated brochure de- 
scribes 99 style-leading models at new low 
prices, with features and specifications un- 
obtainable from any other boat builder. 
FACTS ABOUT THE WORLD’S 
MOST POWERFUL RADIO 
Used in 154 countries for its amazing 
distance and tone. Five noise reducing 
systems to provide quietest reception under 
all receiving conditions. 
DAYLITE LAMPS 
39-page catalogue describing a lighting 
system, using standard Mazda bulbs, de- 
signed to protect eyes by eliminating 
glare. Lamps for every reading, writing 
and working need in home, office and in- 
dustry. 
FIFTY COMMON TYPING FAULTS 
AND HOW TO AVOID THEM 
This 19-page booklet written by the 
world’s typing champion is most interest- 
ingly illustrated and is filled with invalu- 
able information for the secretary. 
COMFORT AND CLEANLINESS 
IN YOUR HOME 
This booklet brings you the facts about 
a great advance in low-cost-warm-air heat- 
ing for homes. (Published by the world’s 
largest installers of home heating and air- 
conditioning systems.) 
OPENING AN ACCOUNT 
24-page informative booklet on this sub- 
ject. Prepared by a New York Stock 


Exchange firm. 
CONTINENTAL MOTORS 
CORPORATION 


Booklet giving pertinent facts about this 
Company. 
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Doehler Die Casting Company 


Kimberly-Clark Corporation 


socomings and Price Range (DLD) 


Data revised to October 25, 1939 40 


Incorporated: 1908, New York. Business 20 | 
originally established in 1904. Office: Smead 10 


Ave., Toledo, Ohio. Annual meeting: Fourth 0 = OO 

Friday in April in New York City. Num- EARNED PER SHARE $4 
ber of stockholders (March 30, 1939): 1,588. $2 
Capitalization: Funded debt...........) None 0 


DEFICIT PER SHARE 


2 
1931 ‘32°33 °34 °35 °36 ‘37 


Capital stock (mo par).......... 280,426 shs 


Business: World’s largest maker of die castings. Products 
are used in the automobile, electrical appliance, clock, radio, 
washing machine, oil, hardware and other industries. Auto- 
mobile manufacturers take around 40% of total output. 

Management: Aggressive and capable. 

Financial Position: Fair. Net working capital September 
30, 1939, $579,828; cash, $283,587. Working capital ratio 1.5-to-1. 
Book value of common, $17 per share. 

— Record: Irregular payments, 1913-1920; 1924-5; and 
1936-8. 

Outlook: While output of this leading manufacturer of die 
castings is better diversified than most independents, its busi- 
ness is still highly cyclical. 

Comment: Elimination of preferred stocks (largely through 
conversion) has improved the capital position of the common, 
but the issue continues to reflect the speculative characteristics 
of business cycle equities. 


EARNINGS, DIVIDEND RECORD AND PRICE Banas OF CAPITAL STOCK: 


ear's 
3 jonded: Mar. 31 June 30 Sept. 30 Dec. 31 Total enepaete Price Range 

1933 0.60 None 5 —1% 
=e $0.85 $0.75 $0.51 $0.29 2.40 None 28%—10% 
0.62 0.89 0.67 1.24 73.19 $1.00 384%—27 % 
1.25 1.16 0.93 0.29 73.46 2.00 46%—16% 
0.28 0.11 0.08 D 06.28 0.19 0.2 254%—12 


*Quarterly earnings not recorded until 1935. After surtax; quarterly earnings are 


before this tax. t¢To October 25, 1939 


Keystone Steel & Wire Company 
ig Earnings and Price Range (KES) 


Data revised to October 25, 1939 
Incorporated: 1892, Illinois, as Keystone [20 [price nance 
Woven Wire Fence Company. Reincorporated 15 egel: 
under present title 1907. Office: Peoria, 10 
Illinois. Annual meeting: Last Friday in BR Fiscal year ends June 30 
September. Number of stockholders (Sep- ° CARNED PER SHARE 
tember 30, 1939): 3,060. ~ 
Capitalization: Funded debt.......... *None 0 
Capital stock (no par)........... 757,632 shs DEFICIT PER SHARE 


$1 
*Serial bank loans amount to $2,000,000. 1932 "33 "34 °35 "36 ‘37 °38 1939 


Business: A small steel unit located in Illinois; produces own 
steel needs but no pig iron. Semi-finished steel accounts for 
40% of sales (about half going to a wire-making subsidiary ), 
wire products the remainder. Of the latter, 65% is sold to 
farmers, 35% to manufacturers. Acquired National Lock Co., 
a hardware manufacturing concern, in May, 1939. 

Management: Under control of founders of the business. 

Financial Position: Strong. Net working capital June 30, 
1939, $3.2 million; cash, $484,838. Working capital ratio: 4.1- 
to-1. Book value of capital stock, $10.51 per share. 

Dividend Record: Payments made continuously since 1908 
except 1919-26 and 1931-33. No present regular rate. 

Outlook: Earnings depend on demand levels and spread 
between wire prices and costs of raw materials (scrap and pig 
iron). Lack of product diversification is a drawback. 

Comment: Status of stock is improving, but the issue carries 
the risks common to steel equities. 


*EARNINGS, DIVIDEND RECORD AND PRICE ~o—y OF CAPITAL STOCK: 
ear's -——Calendar Year’s—— 


Sept. 30 Dec. 31 ‘Total Dividends {Price Range 
9 D$0.47 24%— % 


- 1932 None 

1932 meee - 1933. 0.08 None 4%— 1 
pee 1.40 0.75 o — 
os $0.18 $0.41 1936. $0.41 £0.60 1.90 1.37% 25 —17% 
ss 0.30 0.57 $1.53 0.70 20%— 5% 
. as 0.27 0.04 1938. 0.25 0.40 .96 0.65 4%— 
Se 0.11 0.15 1939. 0.42 0.50 1.18 on 60 $16%— 8% 


*All figures adjusted for 4-for-1 split-up, May 15, 1936. Chicago Stock Exchange 
prices: 1932-25 and 1936 high. tAfter surtax of 4 cents. §To October 25, 1939. 


Data revised to October 25, 1939 
Incorporated: 1928, Del.; predecessor com- 40 


PRICE RANGE 


pany formed 1872. Office: Neenah, Wiscon- 30 
sin. Annual meeting: April 11. Number of 20 
stockholders (Dec. 31, 1938): Preferred, 761; 10 
common, 1,732. 0 
Capitalization: Funded debt...... $9,160,000 EARNED PER SHARE i 
*Preferred stock (6% cum. 
99,630 shs DEFICIT PER SHARE 
Common stock (no par)......... 488,173 shs 


1931 °32 °33 ‘34 ‘35 ‘36 ‘37 1938 


*Redeemable at $110 a share. 

Business: The second largest maker of book papers for 
magazines, catalogues and the like. A large factor in the 
production of rotogravure paper for newspapers the company 
supplies over 50% of the domestic demand. Contracts are 
held with some 50 national periodicals including the New York 
Times. Produces crepe wadding, used in the manufacture of 
both “Kotex” and “Kleenex.” 

Management: Experienced and progressive. 

Financial Position: Comfortable. Net working capital Decem- 
ber 31, 1938, $8.1 million; cash, $1.6 million; marketable securi- 
ties, $1.5 million. Working capital ratio: 3.7-to-1. Book value 
of common, $56.41 per share. 

Dividend Record: Paid regular dividends of $2.50 annually 
from 1928 to Jan., 1932 (plus extras); omitted after Oct., 1932, 
resumed in 1935. Present rate, $1 per annum plus extras. 

Outlook: Earnings depend largely upon volume, which in 
turn reflects trend of general business activity as expressed in 
magazine and newspaper circulation. 

Comment: The common is a business cycle issue. 


EARNINGS, DIVIDEND RECORD AND ro, RANGE OF COMMON: 
year’ 


8 
ended: Mar. 31 June Sept. 30 Dec. 31 Total Dividends Price Range 
$0.19 $0. $0.03 D$0.27 D$0.02 $1.43%  19%— 6% 
1933 0.01 0.03 0.18 D053 D 0.32 None 25%— 5% 
D 0.18 0.08 D018 D005 D 0.33 None 18%4— 9% 
Sr 0.24 0.30 0.09 0.09 0.72 0.25 1 —10 
ee 0.42 0.42 0.34 0.58 1.76 *1.00 46%4—18% 
0.93 0.97 . 0.66 1.05 3.61 *2.00 46%4—17% 
Le 0.89 0.56 0.31 0.90 2.66 1. 30 — 
0.92 1.06 7*1.50 +37%—20 


"Including extras. To October 25, 1939. 


Life Savers Corporation 


Data revised to October 25, 1939 40 PRICE RANGE 
Incorporated: 1933, Delaware; originally in- oC 
corporated in 1926; from 1928 to 1933 was 10 
a unit of Drug, Ine. Office: 15 Exchange 
Place, Jersey City, N. J. Annual meeting: 0 
First Monday in May. Number of stock- 
holders (August 1, 1939): 12,880. 
Capitalization: Funded debt........... Non 
Capital stock ($5 par)........... 343,782 shs 1931 "39 "33 '35 37 


EARNED PER SHARE $4 


Business: Manufactures, sells and distributes the candy 
confection known as “Life Savers” and other hard candy. A 
subsidiary manufactures and sells in Canada “Beech-Nut Gum,” 
“Beech-Nut Candy Drops” and “Beech-Nut Fruit Drops.” An- 
other subsidiary makes “Pine Bros. Glycerin Tablets” and 
“Orasol.” Products sold through wholesalers and chain stores. 

Management: Capable and progressive. 

Financial Position: Very strong. Net working capital Decem- 
ber 31, 1938, $2.8 million; cash, $1 million; marketable securi- 
ties, $1 million. Working capital ratio: 8.7-to-1. Book value, 
$10.31 per share. 

Dividend Record: Present company paid initial quarterly 
dividend of 40 cents in December, 1933. Present regular rate, 
$1.60 a year plus extras. 

Outlook: A dominant trade position and wide profit mar- 
gins suggest maintenance of the satisfactory earnings record. 

Comment: The primary attraction of the shares lies in the 
income-producing characteristics. 


EARNINGS, DIVIDEND RECORD AND PRICE napes OF CAPITAL STOCK: 
ear’s 
=. ended: Mar. 31 June 30 Sept. 30 Dec. 31 Total Dividends Price Range 
$0.40 224%—15% 


ee $0.49 $0.74 $0.64 $0.28 $2.15 
1934......+. 0.61 0.51 0.62 0.59 2.33 1.60 24 —17% 
1935........ 0.46 0.72 0.77 0.39 2.34 1.60 29% —21 
1096 0.44 0.78 0.78 0.46 2.46 *2.20 81%—25 
1937... 6.67 0.87 0.99 0.42 2.95 *2.70 29 —23 
eee 0.57 0.81 0.86 0.57 2.81 *2.40 37%—25 
0.64 0.79 0.86 eee 7*1.60 


“Including extras. {To October 25, 1939. 
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STOCK FACTOGRAPHS IN REVISION FOR NEXT WEEK 


*Aluminum Co. of America Continental Oil 
Amalgamated Leather 


Boeing Airplane Evans Products 


*Electric Bond & Share 


*On the New York Curb; all other issues listed on the New York Stock Exchange 


*Ford Motor of Canada Interiake lron 
Gimbel Brothers Lehn & Fink 
Interchemical Corp. “United Stores 


Neisner Bros., Incorporated 


_ Earnings and Price Range (NEB) 
vy 
Data revised to October 25, 1939 4 PRICE RANGE 
Incorporated: 1916, as continuation of part- 40 4 
nership organized in 1911. Office: 49 East 20 
Ave., Rochester, N. Y. Annual meeting: [9 on $6 
April 10. Number of stockholders (Septem- SS $4 
ber 1, 1939): Preferred, 424; common, 802. | $2 
Capitalization: Funded debt...... $2,202,000 - 0 
*Preferred stock 4% cum. conv. $2 
23,938 shs 1931 ‘32 '33 ‘34 ‘35 ‘37 1938 
7Common stock ($1 par)........ 204,891 shs 


*Redeemable at $108 per share; convertible into 19/11 shares of common on or 
before May 1, 1941, and 17/13 shares on or before May 1, 1943. fNeisner family 
holds some 55%. 

Business: Operates one of the smaller limited price (5c-$1) 
variety merchandise chains, with 112 stores in the East and 
Middle West, located principally in large industrial cities 
such as Chicago and Detroit. 

Management: Under leadership of family of the founders. 

Financial Position: Good. Net working capital June 30, 
1939, $3.1 million; cash, $1.1 miilion. Working capital ratio: 
3.3-to-1. Book value of common stock, $24.93 a share. 

Dividend Record: Only part payments on old preferred in 
1932 and 1933; full payments resumed in 1934 and arrears paid 
off. Distributions of varying amounts on common in 1930 and 
1931; thereafter suspended until 1935. Present indicated rate, $1. 

Outlook: Purchasing power trends in the industrial com- 
munities served will probably assume greater importance as a 
principal earnings factor in the future. 

Comment: The wide swings in earnings and dividend pay- 
ments place shares among the more speculative in the group. 

EARNINGS, DIVIDEND, PECORD AND PRICE RANGE OF COMMON: 


Six months ended: June 3 Dec. Year’s Total Dividends — Range 
D$0.1 D$0.82 $0.98 None 
D 0.2 1.4 None 1% 
0.46 2.89 3.35 None 30%— 6% 
0.54 3.15 3.69 $1.50 41%--21% 
1.19 3.71 4.90 2.00 —32 
0.89 3.16 4.05 2.00 a 
D 0.40 1.87 1.47 1.25 —14% 


October 25, 1939. 


Pittsburgh Screw & Bolt Corporation 
Earnings and Price Range (PIT) 


Data revised to October 25, 1939 30 


Incorporated: 1929, Pennsylvania; business 20 
originally established in 1897. Office: 2719 10 
Preble Ave., Pittsburgh, Pa. Annual meet- 0 
ing: Second Wednesday in April. Number 
of stockholders (December 31, 1938): 10,964. 
Capitalization Funded debt..... $1,320,000 0 
Capital stock (no par)......... 1,500,000 shs er $1 
1931 ‘32°33 ‘34 ‘35 ‘36 ‘37 1938 


PRICE RANGE , 


EARNED PER SHARE $1 


Business: One of the larger manufacturers of a complete 
standard line of nuts, bolts, screws, rivets, rods and related 
items. Also produces pipe thread protectors, a new type of 
dowel for railroad ties, propeller blades and hubs for air- 
planes. Railroads account for around 30% of sales and the 
building trades for about 20%. Remainder is taken by jobbers. 

Management: Experienced. 

Financial Position: Strong. Working capital June 30, 1939, 
$3.3 million; cash, $1.2 million; marketable securities, $49,243. 
Working capital ratio: 7-to-1. Book value of common, $3.90. 

Dividend Record: Together with predecessor company, paid 
dividends at varying rates 1927-31 and 1936-37; none since. 

Outlook: Profits are chiefly dependent upon maintenance of 
high volume of sales to the railroad and building industries. 
Indicated expansion of airplane building activity holds favor- 
able long term implications for company’s propeller lines. 

Comment: Stock will probably continue to show strongly 
defined business cycle characteristics. 

EARNINGS, DIVIDEND RECORD AND PRICE RANGE OF COMMON: 
ear 


8 
. ended: Mar. 31 June 30 Sept. 30 Dee. 31 Total Dividends me Range 
4%— 2 


D$0.17_D$0.12 -D$0.13 $0.56 None 
Se cesces D 0.14 D 0.06 0.08 0.02 D 0.10 None 11%— 1% 
0.05 0.18 0.005 D 0.07 0.16 None 11%— 4% 
iow 4a D 0.06 Nil 0.005 0.03 D 0.03 None 10 — 5% 
ee 0.11 0.24 0.15 0.23 0.73 $0.52%  13%— 7% 
0.35 0.31 0.19 D 0.01 0.84 -0.65 20 — 45% 
D0.06 DO.09 D 0. 7 None 4% 
D 0.01 D 0.03 ...  *None *11%— 4% 


*To October 25, 1939. 


Reo Motor Car Company 


ae Earnings and Price Range (RY) 
20 PRICE RANGE 

Data revised to October 25, 1939 > 
Incorporated: 1904, Michigan. Office at 5 
Lansing, Mich. Annual meeting: 3rd Tues- 0 
day in April. Number of stockholders: 
14,451. 
Capitalization: Funded debt........... Non $1 
Capital stock ($5 par)........ 1,800,000 = DEFICIT PER SHARE $ 


2 
1931 °33 ‘34 ‘35 "36 ‘37 1938 


Business: One of the oldest motor vehicle manufacturers. 
Passenger car division was discontinued in 1936 and business 
is now concentrated on trucks ranging from %- to 6-ton 
capacity, and motor buses from 12- to 30-passenger capacity. 

Management: Operated by trustees in bankruptcy. 

Financial Position: Fair. Net working capital December 
31, 1938, $2.5 million; cash, $292,352. Working capital ratio: 
4.2-to-1. Book value of capital stock, $3.01. 

Dividend Record: Uninterrupted payments from 1912 to 
1932. No payments since. 

Outlook: While consummation of the amended reorganiza- 
tion plan would clear up the financial problems facing the 
company, the management will still be faced with the necessity 
of restoring the company’s trade position, which has been 
seriously impaired during the past two years, in order to reat- 
tain a profitable basis of operations. 

Comment: The value of the equity is doubtful in view of 
reorganization uncertainties and the need for new capital. 


EARNINGS, DIVIDEND RECORD AND PRICE nAnes OF CAPITAL STOCK: 
ear's 
Qu. ended: Mer. 31 Logs 30 Sept. 30 Dec. 31 Total 7 aie Range 
D$ $0. 


42 D$0. 9.36 D$0.50 D$1.60 3%— 1% 
D0.25 D D018 D 0.83 6%— 1 
0.15 D013 D022 D003 D 0.53 None 2 

-O1 0.02 D005 D010 None 2% 

Nil D012 D055 D 0.78 None 8%— 4% 

D008 D013 D074 D110 None 1% 
28 D031 D017 D048 D 1.24 None 3%— 1 

15 D 0.13 oes eve *None *24— 


*To October 25, 1939. 


Savage Arms Corporation 


Data revised to October 25, 1939 comings and Price Range (SVM) 


Incorporated: 1915, Delaware, as outgrowth 40 
of a company founded in 1904. Name ch d 30 
te present title in 1917. Office: 60 East 20 
42nd Street, New York City. Annual meet- 10 
ing: First Tuesday in April. Number of 0 a 4 
2 
$2 


PRICE RANGE 


stockholders: Not reported 


. EARNED PER SHARE 
*Second preferred stoc'! 6% 

non-cum. par $100)...........- 10 shs 


$4 
Common stock (nopar)........... 167,715 shs 1931 ‘32 '33 ‘34 ‘35 °36 °37 1938 


*Non callable. No first preferred stock 
has been outstanding since 1928. 

Business: Principal activity is the manufacture of fire arms 
and ammunition with all of this output marketed and used 
for sporting purposes. In recent years has taken on lines such 
as washing and ironing machines. Owns U. 5S. rights to manu- 
facture Lewis machine gun, not exercised since 1919. 

Management: Aggressive and sound. 

Financial Position: Good. Working capital December 31, 
1938, $2.2 million; cash, $699,346. Working capital ratio: 15.6- 
to-1. Book value of common, $29.48 per share. 

Dividend Record: On former first preferred, regular pay- 
ments from issuance in 1916 until converted in 1928. On second 
preferred, regular payments since issuance in 1916, except 1921- 
22 and 1932-35. On common, payments every year since 1915, 
except 1921-25 and 1932-35. 

Outlook: Earnings are highly cyclical, despite the trend in 
recent years toward diversification of output. 

Comment: Common is relatively inactive in peace times. 


EARNINGS, DIVIDEND RECORD AND roe RANGE OF COMMON: 
ear 


8 

Mar. 31 June 30 Sept. 30 Dee. 31 Total Dividends Price Range 

*D$0.85 D$0.66 D$0.64 D$2.15 None 7%— 1% 
1933 pD$0.73 DO.38 D031 D 1.47 None 122° — 2% 
eee D 0.50 0.09 0.31 0.2 0.10 None 12%— 5% 
D 0.40 0.09 0.44 0.44 0.57 None  13%— 6 
MSs canis D 0.33 0.32 0.76 - 0.70 1.45 $1.00 17%—11 
ae 0.25 0.91 1.35 0.21 2.72 1.50 27%—11 
| ee D 0.30 =D 0.16 0.65 0.17 0.36 0.25 19%— 8% 
D 0.26 0.70 40.25 +23 —10% 


*6 months period. To October 25, 1939. 
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Business and Financial Summary 


——Week Ended k Ended 
Weekly Trade Indicators oct. 21 Oct Weekly Carloadings Oct. 14 Oct. 7 Oct. 15 
1 
Miscellaneous: Eastern District 
tAuto Production (U.S.A.)......- 74,114 75,860 68,360 eee 50,112 61,658 57,851 
{Electrical Output (K.W.H.).... 2,494 2,495 2,214 Chesapeake & Ohio............ 35,296 41,449 38,227 
§Steel Operations (% of Cap.).. 90.2 90.3 53. Delaware & Hudson........... 13,008 14,955 13,803 
Total Carloadings (cars)...... 861,198 844,955 845,607 Delaware, Lackaw’na & West’rn 16,630 18,670 17,760 
82.4 81. 75.4 Norfolk & Western............ 28,512 33,130 29,871 
*7Crude Oil Output (bbls.)..... 3,772 3,714 3,247 New York, N. Haven & Hartford 21,528 24,869 22,385 
*Motor Fuel Stocks (bbls.).... 72,122 71,263 69,209 New Zork Contral....2scesc0.0 77,971 95,204 90,050 
7Gas & Fuel Oil Stocks (bbls.).. 154,418 153,46 arr New York, Chicago & St. Louis 15,42 19,11 15,635 
Oct. 14 Oct. 7 Oct. 15 101,025 122,060 114,731 
{Bank Clearings, New York City $2,362 $3,029 $3,338 11,141 12,949 12,998 
{Bank Clearings, Outside N.Y.C. 2,493 2,771 2,377 OA ee ere 14,619 16,246 14,957 
*7Bitum. Coal Output (tons)... 1,738 1,692 1,384 Western Maryland ............ 8,646 11,265 9,830 
Cotton Mill Activity Index..... 139.7 137.5 110.3 Southern District 
F.W. Index of Ind’l Production 93.9 93.3 79.8 TANG. 14,010 13,759 14,730 
*Daily average. 7000 omitted. tWard’s Reports. §As of Louisville & Nashville.......... 27,469 32,121 28,542 
the beginning of the following week. {000,000 omitted. Air BANG... 13,290 14,006 13,566 
tJournal of Commerce. | Not comparable. Southern Ry. System........... 37,289 40,684 38,078 

Commodity Prices: Oct. 24 Oct. 17 Oct. 25 Northwest District 

Steel Billets. Pitts. (per + ad $34.00 $34.00 $34.00 Chicago & Great Western...... 5,845 6,476 6,167 

Scrap Steel, Pitts. (per ton). 23.25 23.00 14.75 Chicago, Milwaukee, St. Paul & 

Copper, Electroly tic (per ib.). 0.12% 0.12% 0.11% 29,676 34,375 31,377 
0.0550 0.0550 0.0510 Chicago & Northwestern....... 37,025 46,374 41,199 

Rubber Sheets (per lb.)......... 0.2038 0.2050 0.1685 ee Gey lo 15,851 17,443 18,709 

Hides, Light Native (per lb.). 0.15% 0.15 0.13% Central West District 

Gasoline, Dealer (per gal.)..... 0.0840 0.0840 0.09% Atchison, Topeka & Santa Fe.. 29,321 30,643 32,773 

Crude Oil, Mid-Cont. (per bbl.) 0.96 0.96 0.96 Chicago, Burlington & Quincy.. 27,674 29,410 30,944 

Wheat (per DUBRGl).... 6062... 1.03% 1.05% 0.81% Chicago, Rock Island & Pacific 22,350 23,759 23.753 

1.6436 0.66 %4 0.62% Chicago & Eastern Illinois..... 5,438 ,20 5,887 

Sagar, Raw (per 0.0325 0.350 0.0310 & Western. . 9,609 

~ outhern Pacific System........ 43,375 

Federal Reserve Reports get. 1s Oct. 11 Oct.19 32,360 29,149 32,871 

Member Banks, 101 Cities (000,000 omitted) 4,956 5,373 4,797 

Total Commercial Loans....... 4,286 4,288 3,900 Kansas City Southern......... 3,681 4,077 4,694 
Total Brokers’ Loans.......... 548 530 665 Missouri-Kansas-Texas ........ 7,665 7,990 9,148 
Other Loans for Securities..... 501 504 576 25,147 28,055 28,425 
U. S. Govt. Securities Held..... 10,798 10,799 9,758 St. Louis-San Francisco........ 12,821 14,602 14,232 
Investments, Except Govt. Bonds 3,342 3,361 3,286 St. Louis-Southwestern ........ 5,563 5,504 6,352 
Total Net Demand Deposits. 18,567 18,451 15,755 9,104 8,630 9,542 
Total Time Deposits........... 5,239 5,242 5.164 —_—— 
Brokers’ Loans (N. Y. C.)...... 430 411 532 Note: Freight car loadings reflect current sectional business 
Reserve System : conditions. Loadings from the 15th to the 15th give a rough 
Reserve Credit Outstanding.... 2,817 2,810 2,589 indication of earnings for the current month. (Compiled from 
Total Money in Circulation.... 7,330 7,346 6,668 Association of American Railroads figures.) 
Monthly Monthly —SEPTEMBER— 
U. 8S. Govt. Debt...... *$40,964  *$38,421 Magazine Advertising: 
a ig: 
| The FINANCIAL WORLD Woeklies 755,000 501,566 
4 apers (pages 

pn Total tonnage 1,044, 580 448,905 WEEKLY INDEX OF INDUSTRIAL PRODUCTION Cotton Activity: 

Steam Locomotives... 68 14 120 Spindles Operating... *22.23 *22.18 

Electric Diesel Loco- AVERAGE OF 1923-25 = 100 Lint Consumed (bales) 624,902 533,399 

ON 40 24 Lint Exported (bales) 649,057 388,658 

Freight Cars ........ 23,053 7,499 Radio Broadcast Sales: 

Advertising Lineage: 110 N. $3.32 *$2.98 
Monthly Magazines... 774,098 795,379 CBS. 2.57 *1.60 
Women’s Magazines.. 652,806 644,091 Steel Output: 

Canadian Magazines.. 216,913 202,469 wis *2.65 
Short Sales (shares)... 570, 516 588, 345 100 Production (tons) .... *9.88 *1.68 
—SEPTEMBER— none of 
* 8.) 
Monetary Meta Imports: 90 43,582 
"326.1 1 1939 Stocks .......... 95,615 130,473 
*4.6 24.1 §Variety Chain Sales.... $293.7 $256.5 

Farm Income—Total Failures (number) ..... 75 866 
(incl. Subsidies)... .. *847 *745 ass Output: 

*, * 80 *13.66 *8.87 

Subsidies ..... 66 27 Window (boxes) ..... 913,980 522,145 
Mfers. Excise ....... *44.5 *34.0 . J Automobile Sales: 

Liquor Taxes ........ *56.5 *47.2 | te, f Cars and Trucks..... 200,780 103,343 

Air Transport: 70 1 | ane \ Tires (casings) : 

Passenger miles ..... *69.12 *49.48 1938 *4.98 *3.62 

Malt Liquor (bbls.) : *8.32 

ere *4.39 *4.32 Stocks on Hand...... *8.3 *8.03 
Withdrawals ........ *4.99 *4.43 60 696 85,583 
on Hand..... *8.11 8.26 Sugar (short tons) : 

Whiskey (gals.): *1,19 *0.70 

*4.98 *4,99 Stocks on Hand...... 487,571 701,794 
*6.79 *5.85 Tobacco Production : 
Stocks on Hand...... *472.49 *467.49 50 Cigarettes (units)...*14,789.9 *14,710.9 

Alcohol (gals.): Cigars (units) ...... *486.8 *486.5 
Production .......... *10.24 *9.29 Wr Tobacco (lbs.) ...... *27.4 *27.0 
*8°77 #750 1929 1930 1931 1932 1933 1934 1935 1936 1937 1938" JAN. July Aug. Sept. Oct. Nov. Dec. Snuff (Ibs.) ...... *3.5 
Stocks on Hand...... 514.43 *494.19 JUNE 1939 Stores: 

Vacuum Cleaners..... 120:708 102/014 sands of $509,897 $519,932 


*000,000 omitted. Corporate new 
piled by Merrill, Lynch & Co. 


issues only, excludes refunding. 
tAdjusted for season variations. 


first of month. 


§25 chains and 2 mail orders, com- 


Daily Dow-Jones Averages for Stocks and Bonds—Closing Prices 
CLOSING STOCK AVERAGES— Vol. of Sales ————CHARACTER OF TRADING————_ 


30 20 65 
4 Industrials R.R.s Utilities Stocks 
t. 
19.. 153.36 34.71 25.85 52.27 
20.. 153.00 34.58 25.89 52.15 
21.. 153.86 34.78 26.05 52.46 
23..° 153.71 34.55 26.09 52.36 
24.. 154.07 34.57 26.15 52.46 
25.. 155.48 35.13 26.26 52.99 


N.Y.S.E. 
(Shares) 


1,161, 240 


1,691,200 


’d Highs 


Issues No. of No.of Total Un- New 
Traded Advanc’s Decl. ch’ng 

828 309 323 196 

780 219 390 171 

669 384 130 155 

841 307 300 234 

855 422 230 203 

916 575 164 177 


New 
Lows 


Average Value of 
40 Bond Sales 

Bonds N.Y.S.E. 
90.39 $7,800,000 
90.31 7,660,000 
90.31 3,150,000 
90.14 6,300,000 
90.23 7,380,000 
90.56 8,900,000 


7 
= 
i 
1939 
t 
Oct. 
786,480 --20 
535,940 
= 973,890 
1,163,330 
25 
© 


